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TRACT 
Performance appraisal is tlie process which analyzes the 
various aspects of the performance of an organization, so as to provide 
focus on the opportunities and treats to business environment. The 
purpose of organizational appraisal is to determine the organizational 
capability in terms of strengths and weaknesses that lie in the different 
functional areas In organizational appraisal, the various forces and 
influences operating within the internal environment of an organization 
viz. organizational resource, behaviour, synergistic effects and the 
distinctive competencies of the organization have to be analyzed. The 
strategists have to develop an assessment of their organizational 
capability to compete in the markets. There are a number of 
approaches to make the organizational appraisal. Appraisal of 
performance of a company can be done through the financial 
statements The two important financial statements are the 'balance 
sheet and the 'profit and loss account. The appraisal or analysis of 
financial statements spotlights the significant facts and relationships 
concerning management performance, corporate efficiency, financial 
strength and weakness and creditworthiness, which would have 
otherwise been buned in a maze of details. Analysis of financial 
statements is a process of evaluating relationship between component 
parts of financial statement to obtain a better understanding of a firm's 
position and performance. The various important techniques of 
performance appraisal through financial statement analysis are: Ratio 
Analysis, Trend Analysis, Common-size Statement Analysis, Fund 
Flow Analysis and Inter-Firm Analysis. 
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Charoan Pokphand Foods Public company Limited (CPF) is the 
largest integrated agribusiness company in Thailand. The company 
was established in 1978 under the name "Charoan Pokphand Feedmill 
Co., Ltd. After receiving promotional privileges from the Board of 
Investment in 1981, the company began production and distribution of 
animal feed. In 1987 CPF was listed on the stock Exchange of 
Thailand. In 1988, CPF began aquaculture operations, especially 
integrated shrimp business in Thailand. With the passage of time, the 
CPF became a pioneer in disease prevention as well as in culture 
systems. In 1994 the company became a public limited company. In 
1998, CPF underwent major business restructuring, and it acquired 
shares of the Charoan Pokphand Group Co., Ltd.'s livestock and meat 
processing Units in Thailand. In 1999, restructuring process was 
completed, making CPF the flagship agribusiness entity under the 
Charoan Pokphand Group in Thailand. In December 1999, the 
Company's name was changed to the present "Charoan Pokphand 
Foods Public Company Limited" to reflect the business structure and 
the mission to become a world-class food producer. As regards the 
company's market status, CPF is the largest producer of livestock and 
shrimp feeds, the largest supplier of supermarket table eggs, and the 
largest supplier of livestock breeders and livestock meat in Thailand. 
CPF is among the largest Thai exporters of frozen chicken and shrimp 
products. The organizational structure of CPF is headed by the Broad 
of Directors. Executive Committee and Audit Committee form the 
second highest level of authority. Down the vertical hierarchical chain is 
the President. He directs Senior Executive Vice Presidents, Vice 
President and Assistant Vice President. Senior Executive Vice 
Presidents of Livestock, Aqua Business and Supporting Units are the 
immediate subordinates of the President. The hierarchy of the 
administrative block of officers has also been drawn separately. 
Assistant Vice Presidents, Directors and General Managers are 
appointed in different regions of Thailand for farm production, 
distribution, quality control and research of each product and also for 
proper maintenance of books of accounts. Thus, we can say that the 
organizational structure of CPF is by and large governed by the line 
and staff form of organization, with centralization at the top and 
decentralization at the lower level. 
The financial performance of CPF has been analysed on the 
basis of different parameters viz., ratio analysis, fund flow analysis, 
trend analysis, inter-firm analysis and competitor analysis. The 
tabulation, calculation and interpretation of various ratios for the period 
1989 to 1998 of the corporation form the major portion of this unit. 
Current ratio has been considered as an acceptable standard. Quick 
Ratio was below the standard norm; though the company had definitely 
tried to achieve it. From the Interval measure ratio, CPF has sufficient 
liquid assets to finance its operations. The liquidity ratios in all have 
thus been able to meet its current obligations and to strike a proper 
balance between high liquidity and lack of liquidity. Debt-equity ratio, 
total liabilities ratio and interest coverage ratio are also discussed. 
Except the first year i.e., 1989, debt-equity was found to be 
satisfactory. Lenders have full faith in the concern because of which 
more than 75% of the net assets, on an average, are financed through 
them. The creditors too are well assured of receiving regular interest. 
Total liabilities are around 50% of the total assets. On the basis of its 
capital structure, the corporation is ranked high on safety. Under the 
turnover ratio, total assets turnover, fixed assets, net assets and 
current assets turnover ratio indicate that assets have been utilized 
efficiently to a large extent except current assets which have shown a 
downward trend. The Profitability Ratio have been equally impressive 
dunng the penod. They even became negative but the CPF had tried 
hard to improve in recent years. The trend analysis has been 
examined, earning before interests and taxes (EBIT) and profit after 
taxes (PAT) have shown the maximum increase, followed by current 
liabilities which are much more than current assets. Sales have 
maintained a continuous growth. The net assets grew manifold; the 
corporation did not invest much in fixed assets. The net worth 
increased but not to a large extent. Fund flow analysis has been done 
of the uses and sources of funds of the firm and it is found that CPF 
has in general been able to prove that resources generated by it are 
put to proper use. 
From the study for the period 1989 to 1998, it is revealed that 
many problems which affected the CPF such as production and 
investment problems. Under these problems are included the following: 
(1) deterioration of thie environment; There are two main reasons why 
this business has endangered the environment surroundings: (a) the 
encroachment of swamp forests and (b) lack of proper farming 
techniques, resulting in the mismanagement of the prawn farms, 
releasing excessive quantity of prawn fry, sludge squirting practice and 
unsuitable water drainage system, (2) The average yield per rai v/as 
still rather low There were other problems, namely: Sea water pollution 
in the culture grounds, use of insecticides in the surrounding areas, 
lack of a saltwater irrigation system, particularly for prawn culture, 
pollution in ponds due to the use of chemicals, lack of essential public 
utilities for prawn farms, lack of capital and knowledge of prawn culture 
and farm management and Lack of parent prawn stocks. (3) High cost 
of production (4) Problems connected with the use of swamp forest 
areas for prawn culture (5) Natural disasters (6) Drought (7) Animal 
epidemic (8) the animal feed crisis (9) Depletion of natural resources 
(10) Water quality (11) Shortage of water (12) Feed-raw matehal cost 
nsing and (13) Deteriorating of agriculture outputs. Also the marketing 
problem is one problem which affected the business of the company. 
The market related problems are: problems relating to the quality of 
fresh prawn and processing, lack of cold storage facilities and standard 
freezers for prawns and problem of disadvantage in the export market 
and the fall in price. The Economic, Export and International Trade 
Problems consist of inflation spiral, trade protection, increased value of 
imports, steeper labour costs and lack of basic infrastructure, high 
interest rate, weakening of Thai Currencies, imports of goods related to 
the increased foreign investments, heavy reliance on single markets, 
chemical residues in prawn meat, higher production costs than of 
competitors, an excessive number of stages in the export process, etc. 
Exports are consequently delayed and a shortage of credit facilities for 
upgrading of prawn farms enhances the problem. 
As regards solution, these problems may be set right with the 
help of the government. The private sector can also be helpful and the 
company should concentrate on this sector too. The remedial 
measures of the Problems of Poor Yields per Unit Area should be 
found in strict control so as to forestall and eliminate problems of water 
pollution in the prawn culture grounds, promotion of research to 
produce parent stocks in the culture ponds, accelerated training of 
farmers to develop systems of culture and development of the 
agricultural information system and strict control and prevention of 
trespassing and destruction of swamp forest areas. The Government 
may help to reduce production costs for prawns by providing public 
utilities essential for prawn culture, in all areas and at fair prices, and 
allowing the free import of raw materials used in prawn culture, for 
example, fishmeal, soyabean meal, etc. In the case of the Problems of 
the Cost of Production, the measures required are to rectify the 
Problems of Marketing, making investment to build standard cold 
storage facilities for processing and preserving frozen fresh prawn, 
widening the export market and support of the expansion of processing 
of prawn products for export. The Government may help solve the 
Problems of International Trade by considering the repayment of import 
duties and surcharges on imports of prawn feed raw materials, promote 
and provide assistance in the keeping of fish for use in the production 
of high quality fishmeal, increase the budget for research and ensure 
that there are dearly defined zones to separate areas under black tiger 
prawn cultivation from industrial or agricultural areas. The preventive 
measures from the government towards the Problems of the 
Environment could be the support to clear the infected zones of the 
marine prawn farming areas, develop and promote intensive farming 
method. Prawn farming in enclosure should be promoted as an 
alternative way to expand the culture areas without affecting the 
swamp forests. The Government should speed up the survey of marine 
prawn farming areas both on an extensive level and on a localized 
level, fix the prawn culture promotion zone so that the suitable culture 
method could be used in those areas in the future, issue legal 
measures to control the draining of polluted water from the prawn 
farms including the multi-usage provision of swamp forests instead of 
concentrating on any single purpose. The private sector has the most 
crucial role to play in the environmental conservation, as the present 
pollution problems arising from the prawn culture business are mainly 
caused by the private sector. The right farming management and 
avoidance of bad effect on the environment could be done in the 
following ways. Good farm design would be the first step to prevent the 
environmental problems. Designing of farms would greatly keep a 
healthy environment condition and also prevent any problem that may 
otherwise anse on the natural surrounding, number of prawn fry 
released into the ponds should not be over 30 fry/square metre, proper 
harvesting method should cause the least stirring of the sediment at 
the pond's bottom, hence the least residues is left in drained water from 
the pond, the nght method of the pond's bottom management should 
be to let the pond dry so that soil condition at the pond's bottom can be 
improved. This method will prevent various kinds of residues, including 
the sludge and the sediment, from flowing into the external channels. 
Making partial harvest, in the case when farmers release excessive 
volume of prawn fry, can alleviate the problem of mortality which 
usually occurs when the prawn grows up to a certain level. Thus, the 
treated water could be drained into the sea without negative effect on 
the natural environment. All the above-mentioned measures could help 
to protect and preserve the environment from being affected by prawn 
culture business. But all these measures must be pursued 
simultaneously by both sectors. The Government sector could not 
alone succeed in the environmental conservation without the 
cooperation from the pnvate sector, particularly from the farmers who 
are directly involved in this matter. In the same way, if only the private 
sector takes part in taking care of the proper farm management, those 
environmental protection measures may not be put into effect. The 
environmental problem would gradually lessen the available lands for 
the prawn farmers. To shift the production base to other locations may 
not be easy any more as Thailand has limited coastal areas and at 
present there remains only the eastern coast of the South that is 
suitable for the marine prawn culture. The Government also should 
strive to raise the efficiency of animal feed production which, at the 
moment, is still very low. Raising production efficiency will not only 
increase the quantities produced but also reduce the cost of 
production, bringing down the cost of animal feed and will enable the 
animal feed and other related industries to compete in foreign markets 
as well as encourage the animal feed raw material market to rely on 
the free market. ' . v—- _ 
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INTRODUCTION: 
Appraisal of a firm is as difficult as appraisal of any individual of 
a family. Like all individuals and families, firms also have different 
objects and goals It would be uncharitable to judge a firm on the basis 
of the notions of the person carrying out the appraisal, just as it would 
be entirely improper to apply one's own values to another person and 
family and to declare that person or family to be unsuccessful 
Everyone is entitled to be judged by one's own objective. 
Though it is commonly accepted that profit is the main objective 
of a firm, it cannot be said that all firms have this objective to the same 
extent Many industrialists do their work just because they love to do it 
and for their profit, it is merely a measure of approval of the society for 
the work being done by them and not the objective of carrying on the 
business One can see that profit cannot be the objective of all firms 
without this being qualified. In any case, firms have to consider both 
the future and the present. If profit is looked upon in this light, to judge 
a firm merely by the size of profit would be wrong. It is easy to think of 
circumstances when the size of profits would be a bad index when 
earning profits are the objectives. During penods of inflation or 
prosperity almost all firms make profits without much effort. Dunng 
slump or depression, it is difficult to make profits, without any fault of 
the individual firm. 
Even if the objective of a firm is to make profit or to maximize 
the wealth of the shareholders, it must be circumscribed by the 
requirements of the society and prevailing attitude towards profits. A 
firm, which would be proud of being at the top of the list showing 
profits, earned by vanous firms, in one country maybe rather afraid of 
that position in another country. No country really allows too much of 
profiteering or monopolistic behaviour. Therefore, firms always take 
care that the position enjoyed by them is not lost which would be at a 
risk if It is the objective of an attack by the influential sections of the 
society. Firms, these days are becoming increasingly responsive to 
social obligations, such as the need to see that pollution of water or air 
IS the minimum possible. Firms with such sense of responsibility will 
have much greater acceptance in the society and their chances of 
doing well in the long run. rather than in a shorter period, will be very 
bright 
There may be firms which would deliberately sacrifice profits 
either because they want that the people working in the firm should not 
have unnecessary strains or because of the very high rates of income-
tax which take away the bulk of their profits and which do not make 
much greater volume of work very attractive. Firms, therefore, may 
intentionally decide that the people working there should be spared of 
the unduly strenuous volume of work. Some other firms may 
deliberately adopt the path of shanng the prospenty with worker by 
raising their wages or by giving them bonus, even beyond those laid 
down by the Payment of Bonus Act, 1965. Such firms again will not 
show good profits but to condemn such firms as inefficient would be 
again uncharitable. 
A firm should be appraised on the basis of the work done by it 
and on the basis of the objectives, which the firm has set for it, rather 
than on the basis of some criterion, which may apply to the firm in 
general. 
Appraisal of performance may be used for achieving the three 
fold purpose: firstly to determine the adequacy of operating programs, 
secondly, to assure that standards are being met: and finally, to assure 
that the overall organizational objective is being achieved. Appraisal 
provides management with control over the organization's activities 
and reveals the matter both in program and in the performance 
requiring corrective action. 
An enterprise can be appraised by a number of economic 
factors, such as net profits, return on investment (ROl), return on total 
capital, production value, and relative position in the industry, rate of 
growth, rate of development in new markets and products, or a number 
of other such factors. The system of appraisal presented here looks to 
practices of management first and finds the economic results through 
their practices,'' 
Measuring performance can cut both ways. It can play a 
valuable role in Improving organizations - or it can stand in the way of 
unnecessary change 
Measurements can provide vital feedback that shows whether 
approaches being used are moving the organization towards its goals. 
It can assess whether staff training, teamwork, empowerment, process 
improvement, re-engineering, or other trendy ideas are producing real 
results. 
'\nderson, Richad C , "Management Practices". McGraw-Hill Book 
Company, INC , New York, 1960, p,151 
;/.)/(•/, p,151. 
But It can downgrade organizational morale, slash team 
effectiveness and wound quality improvement efforts. Here is four of 
the most commonly used measurement traps which I have see in many 
organizations 
1) Managing results. The bottom line is history, it shows today's 
consequences of yesterday's management decisions, but is 
an unreliable predictor of how today's decisions will affect 
tomorrow's results. 
Results can't be managed any more than you can turn 
back time. Like a score, it forms a historical record of how 
you did In competitive sports, you improve your score by 
improving your play in key strategic areas. 
Improvement starts by identifying and measuring the 
critical few service or product production processes and 
support systems that have the biggest impact on your results. 
But if you're driving through the rear-view mirror of bottom-
line results, you won't be able to see the swamp until you are 
sinking in it, 
2) Inside-out measurement. Too many measuring techniques 
are designed to meet the internal needs. They may satisfy 
management's command-and-control paranoia by tracking 
every activity and minute of the day. Or they're designed to 
serve accounting, information technology, human resources 
or other supporting departments. 
What's missing in this measurement mania is the 
customer High-service providers measure from the outside 
in They begin by measuring what's important to customers 
Next on the priority order are the needs of those serving the 
customers. Then attention shifts to the people producing 
products or services. The measurement needs of managers 
and support departments should bring up the rear of this 
customer-server-producer train. 
3) The measurement stick. Just as important as what's being 
measured is how the information is used. In many 
organizations, team members and managers resist 
measuring accuracy rates, cycle times, and rework or 
customer satisfaction because they've been beaten with this 
information 
To counter the growing complaints form distributors, one 
manufacturer began measuring its rate of incomplete orders. 
Managers discovered mounting back-order levels, wrong 
parts being shipped and clerical errors. More than 60 percent 
of the "pick orders" didn't match the distributors' invoices. 
The solution was to replace the shipping department manager. 
The new manager promptly disciplined fired and "motivated" the clerks 
and shippers to shape up. After a temporary improvement, the rate of 
incomplete orders settled was slightly below their previous level. The 
company finally focused its measurement, problem-solving, and 
improvement activities across a wider spectrum. It looked at the entire 
sales, order-entry, picking-and-packing, inventory-control, accounting, 
and invoicing process. Only them did incomplete orders plunge by 
nearly 300 percent. For instance, weighing you 10 times a day won't 
take off the pounds. No matter how sophisticated, you measure 
because your measures are only indicators. Improvement takes place 
by pulling people together throughout your organization to analyze and 
improve key processes and support systems. What the indicators say 
is much less important than what's being done with the information. 
Measurements that don't lead to meaningful action aren't just useless -
they re wasteful. Measurement is an essential tool for improving 
organizations Choosing the right tool is important, but how skillfully the 
tool IS used determines its effectiveness.'" 
Performance measurement has increasingly important themes 
in public and pnvate institutions across Amenca. Long regarded as a 
support function. Information management is now viewed as a strategic 
enabler for achieving an organization's mission and economic health. 
Performance measurement, too often treated as a formulation of 
technical measures, is now recognized as a strategic foundation to 
help reach organizational goals 
In any business organization it is essential that the performance 
of the managerial team is properly evaluated and examined. This 
performance of the management group can be appraised on the 
following fronts 
(1) Financial performance. 
2i Operational performance, 
(3i Production performance. 
This chapter is devoted to present the problem and scope of 
research to be undertaken in this study. It will also review of literature 
suitable to the subject The chapter will also focus on the scope of the 
study objective, hypothesis, methodology, and limitations adopted in 
this study 
Clemmer Jim, •Measurement Traps", imp: www.cLemmor.nct ., Canada 
1999 
Last but not the least the chapter has discussed the scheme of 
research design and includes chapterisation of the study. 
PRESENT STUDY: "CHAROAN POKPHAND FEEDMILL CO., LTD. 
THAILAND" 
Charoan Pokphand aquaculture (CPA) of Thailand is one of nine 
business divisions of the Charoan Pokphand Group (CP) and is also 
the fastest-growing division, CPA produce the most popular aquatic 
animal feeds in South East Asia, mainly for Shhmp, Catfish, Tilapia, 
Fancy carp, and Tropical fish. At present CPA are the world's largest 
shnmp farmers who use Charoan Pokphand shhmp feed is enjoying 
excellent feed conversion rates (FCR) of 1.2 to 1.4 under high intensity 
culture systems one kilogram of shrimp feed can be produced at a feed 
cost of USS 1.20 to 1.40. 
In an attempt to reach the highest production efficiency with the 
least cost CPA, adopted the concept of a fully integrated system, 
especially in the shrimp farming business, starting from production of 
shrimp feeds, shrimp culture and finally cold storage and shrimp 
processing. Its aim is to attain the highest level of efficiency at the 
lowest cost. I.e., to produce high quality at low prices. It has developed 
good breeding shrimp stock, which can be easily cultured and has a 
high growth rate. CPA has also developed shrimp feeds of superior 
quality and improved its management and marketing techniques. 
In expanding the shrimp farming industry, CPA emphasizes on 
the favourable tropical coastlines, for which, it has invested in 
aquaculture business in Indonesia, Malaysia, Vietnam, India, China 
and Mexico. In future, CPA plans to invest in many other countries 
where the conditions are optimum for developing aquatic animal farms. 
CPA believes that aquatic animals can provide an affordable high-
protein food source which is able to be consumed by people at all 
economic levels 
As required by the ministry of Commerce, CPA Thailand had to 
change its name to Charoan Pokphand Feedmill Public company 
limited (CPF) on 27th July 1994. 
The performance of CPF dunng the penod 1989-1998 was 
adversely affected by several factors such as economic crisis, 
depreciation of Thai Baht which was a result of the change in foreign 
currency, political instability, and depletion of natural resources and 
deterioration of the environment, spread of contagious diseases, and 
the floods All these problems have made the present research study 
more interesting, challenging and equally more critical. 
REVIEW OF LITERATURE: 
Many scholars have shown great interest in studying at broad 
levels about problems concerned with performance appraisal through 
financial and productivity. The notables among them are: 
John N. Myer^ has made a study on "Financial Statement 
Analysis' in 1939, The whole study has been divided into two parts. In 
the first part, the author describes the introductory aspect of the 
financial statements in which early use of structure statement, nature 
and limitations of financial structure, problem of the unit of 
measurement etc, have been discussed Part two deals with the 
technique of financial analysis, comparison of balance sheet, income 
statement, and variation in income standard ratio, etc, A separate 
Myer John, N,, 'Financial Statement Analysis'^ Prentice Hall, England 
Cliffs New Jersey, 1939, 
chapter has been provided for the financial structural relationship, 
return of capital, etc. 
P.V. Kulkarnl^ in his book entitled financial Management - A 
Conceptual Approach" in 1981 dealt with the basic concept of financial 
management. The study has been divided into thirty-three chapters. 
The first part deals with the introductory aspect of Finance with further 
discussion on financial planning, internal financial control, fund-flow 
analysis, ratio analysis, budgeting and budgetary control, and different 
leverages with their implications. He explained in detail how financial 
decisions are arrived at in the areas of capital structure, capital 
budgeting evaluation of a firm and the risk involved in them. The author 
also deals with the financial management in public sector undertakings 
and in the joint sector in detail. 
A.Aziz^ wrote his book entitled "Performance Appraisal ~ 
Accounting and Quantitative Approaches" in 1993. His book is divided 
into eight chapters. The first chapter deals at length with the meaning 
and concept of performance appraisal. The second chapter analyses 
the production performance of the tyre companies covered by this 
study The third chapter gives a picture of cost and sales trends of the 
companies The fourlh chapter throws ample light on the profit 
performance; fifth views a well-defined picture of funds management in 
the tyre companies; next chapter measures the financial strength of the 
companies, the seventh chapter deals with the study of value addition 
and the last chapter presents conclusions and suggestions. 
Kulkarni, P.V , -'Financial Management - A Conceptual approach", Himalaya 
Publishing House, Bombay, March, 1981. 
Aziz, A. -Periormance Appraisal - Accounting and Quantitative 
Approaches', Pointer Publishers, Jaipur, 1993. 
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Prahlad Kumar Basu^ divided his book entitled "Performance 
Evaluation for Performance Improvement in 1991 into five parts. First 
part deals with the introductory aspect of scope and methodology -
Key Milestones in India's Public Enterprises. The second part deals 
with the operating context. Third part deals with the evaluation of 
performance that consist of evolution of performance, evaluation 
system of public enterprises in India, appraisal of performance 
evaluation system, a case study of public enterprises evaluation-cum-
turnaround model in mines and steel sector enterprises, performance 
of operating enterprises, and performance of public enterprises in 
project management. Part fourth deals with the evaluation of 
government policy and its impact on performance. Last part deals with 
the Performance evaluation for performance improvement. 
Alan Lawlor^ in his book entitled "Productivity Improvement 
Manual". 1985 introduce a system of productivity improvement based 
on a powerful combination of audits, inter-firm comparisons and action 
learning, and explains how to set up and run productivity improvement 
programmes. The methods described in the Manual are based on 
actual programmes developed in companies of various sizes in a range 
of different industries. In a stimulating final chapter, the author looks 
ahead to the end of the century and analyses the likely impact of 
changes in information technology, patterns of trade, international 
attitudes and techniques of economic measurement. In doing so he 
challenges many widely held beliefs about productivity and wealth. His 
study has been divided into four parts. The part 1'* deals with the sense 
of setting about Productivity: the key to prospenty. The part 2"° deals 
Basu Prahlad Kumar, "Performance Evaluation for Perionvance 
Improvement", Allied Publishers Limited, Bombay, 1991. 
Lawlor, Alan, "Pr-oductivity Improvement Manual', Gower Publishing 
Company Limited, England, 1985. 
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with Measuring Productivity. The part 3'" deals with Improving 
Productivity Last part covers the New Perspectives. 
A.Q. Khan'in his study entitled "Productivity Dynamics in Public 
Enterprises' in 1991 presented a cntical appraisal of the public 
enterpriser s overall performance. It gives an extensive coverage to the 
various aspects of public enterprises and introduces the subject of 
public enterprises. A specific framework (i.e. total factor productivity 
concept) for the study of productivity measurement has been prepared 
to examine the extent to which the factor-inputs have been deployed 
efficiently in Public Enterprises. The total factor productivity approach 
for empirical investigation consists of capital input, labour inputs and 
overall efficiency of the time. 
Britan, Gerald M / research and analysis of issues and 
alternatives in measuring program performance in federal agencies. He 
discusses on how the Congress and GAO can benefit from having 
good program performance information. Mr.Britan considers different 
levels of an organization and corresponding levels of objectives and 
performance considerations. He highlights the concerns and 
responsibilities of different parts and levels of an organization. The 
paper presents this multi-level structure using an "objective tree" 
Mr.Britan also discusses performance indicators (measures) which he 
groups into two categories: direct and relational. The direct indicators 
focus on achiever-nents in comparison to the program objectives at 
various levels, while relational indicators measure how well results at 
Khan, A.Q . -Productivity Dynamics in Public Enterpnses'\ O.P. Vohra 
Publishers. Allahabad , 1991. 
Britan. Gerald M., ''Measuring Program Performance for Federal Agencies: 
Issues and Options for peiformance Indicators", Washington, D.C.: U.S. 
General Accounting Office, General Government Division, March 7, 1991, 
Draft (Internet Key Words: Performance Measures) 
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one level of the objective tree (inputs, outputs, outcomes, etc.) 
translate into results at the next level. He found that the nature of 
goods Of services a program produces determines the type of 
performance indicators needed. 
Dumond, E.J/ This article provides managers with increased 
understanding of the effects of different approaches to performance 
measurement to maximize contribution of a function to the overall 
organization. The research was onented to simplify the complex 
boundary-spanning operations, particularly procurement. The article 
explores the effects of three factors on an individual's "comfort level" 
and "decision-making": performance measures, interactions with other 
internal organizations and access to information about external events 
The results show that the performance measurement system drives an 
individual's decision-making performance. The broader and more 
effective-oriented measures tend to make individuals more confident 
and satisfied with their operating environment and decisions. 
Kaplan, Robert S., and David P. Norton^: This article 
discusses about the use of the balanced scorecard by 12 companies 
which is created by Robert Kaplan and David Norton. They describe 
the balanced scorecard as "a set of measurements that give top 
managers a fast but comprehensive view of the business". It includes 
financial measures but complements them with operational measures 
The scorecard includes four perspectives which are linked to 
performance measures; customer, financial internal business, and 
' Dumond, E.J., "Making the Best of Performance Measures and Information" 
Internationar journal of Operations and Production Management 14, 9 
(1994), 16-31. (Internet Keywords: Perfomiance Measurement) 
Kaplan, Robert S., & Norton, David P., "The Balanced Scorecard Measures 
That Drive Performance", Harvard Business Review (January - February 
1992): 71-79. (Internet Key Word: Balanced Scorecard, Performance 
Measurement) 
innovation plus learning, Mr. Kaplan and Mr. Norton found that 
consideration measures like customer satisfaction, internal processes 
and drivers of future financial performance, help a company to address 
the range of questions critical to its success. 
Donald F. Kettf In this testimony at a hearing on performance 
measurement, benchmarking, and reengineering efforts within 
govemmeni, Dona\6 KettI, Professor of PoMca) Science at the 
University of Wisconsin - Madison, focuses on how to manage 
performance Mr. KettI shows that performance measurement works by 
shifting the focus from input to output. This change force by the people 
to look at their processes more strategically because Mr, KettI feels 
performance measurement concerns improving the quality of 
communication versus just measuring it. He emphasizes on 
performance-based management oyer performance measurement. Mr 
KettI says that performance-based management is about political 
communication at different level. He discusses the difference between 
outputs and outcomes and addresses various approaches to 
developing and using performance measures. He also highlights the 
pitfalls of performance measures and shares important conclusions 
obtained from research on performance management, accountability, 
and governance. His key words are "Don't promise something that is 
impossible: focus on communication, not measurement; and be clears 
Linda Kohf, Director of the Planning for the State of 
Minnesota, presented her testimony at a hearing on performance 
KettI. Donald F,, Performance Measurement, Benchmarking, and 
Reengineenng, Testimony before the House Committee on Government 
Reform and Oversight, subcommittee on government management, 
information, and technology, USA, Wisconsin,June 20, 1995. (Internet Key 
Words: Performance Management, Performance Measurement) 
Kohl Linda, Testimony before the House Committee on Reform and 
Oversight subcommittee on govemment management, information, and 
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measurements benchmarking and reengineering efforts within the 
government before the House subcommittee on government 
management, information and technology. She describes the 
"Minnesota Milestones" program, a comprehensive statewide 
benchmarking project that she characterizes as a new way of thinking 
about government. Minnesota Milestones uses benchmarking and 
performance measurement as a three-step process: identifying 
long-term vision, developing measures against five criteria (clarity, 
validity, availability of data, accuracy, and output), and obtaining 
feedback on the measures. The testimony also highlights the part 
Minnesota Milestones play in other government processes. 
Joseph Kohoe\ Managing Partner of Government Services for 
Coopers and Lybrand Consultants, delivered this statement at a 
hearing on performance measurement, benchmarking, and 
reengineering efforts within government, held by the House 
subcommittee in government management, information and 
technology He provides background information on how activity-based 
costing can be used by government and industry for measuring costs, 
measuring performance, and improving operations. The statement 
describes activity-based costing as a system of management cost 
accounting, this gives executives and managers accurate information 
about the cost of products and services. Mr. Kohoe discusses the 
disadvantages of traditional cost accounting. He argues that few 
government organizations have accurate cost information, but only few 
know that how much they are spending on the items in the annual 
technoiogy, USA, Minnesota, June 20, 1995. (Internet Key Words: 
Performance Measurement) 
Kohoe, Joseph G., "Activity-Based Costing in Government", Testimony 
before the House Committee on Reform and Oversight subcommittee on 
government management, information and Technology, June 20, 1995. 
(Internet Words Searching: Activity-Based Costing, Performance 
Measurement) 
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budget. He recognized however, that it is very difficult to decide what a 
government produced product or a government service costs, because 
federal accounting system, currently is not set up to provide accurate 
cost data. 
Dr. A. Shankaraiah and K. Anjaiah^ in their article entitled 
"Performance Evaluation of Industrial Cooperative Societies - A case 
Study of Vishwakarma Brass, Silver and Cooper Industrial Cooperative 
Society Ltd., Pemberthy". The purpose of this study is to evaluate the 
performance of handicrafts Industrial Cooperative Societies by 
adopting a case study method. The Vishwaharma Brass, Copper and 
Silver Industrial Cooperative Society Ltd., Pemberthy, Jangaon is 
selected for the purpose, as the Society has been a great success that 
Industrial Cooperatives are failures to a large extent but Pemberthy 
Society never faced any crisis at any stage since its inception. 
An attempt is made to evaluate the performance of the Society 
in terms of the following indicators: 
(i) Financial growth represented by share capital, 
borrowings, grants and subsidies received from the 
government. 
(II) Trends in production and sales. 
(III) Operational performance measured in terms of 
revenues and profits. 
(IV) Growth of employment and achievement of full 
employment. 
ShanKaraiah, A. & Anjaiah, K., "Performance Evaluation of Industnal 
Cooperative societies - A case study of Visiiwal<arma Brass, Silver and 
Copper Industnal Cooperative Society Ltd., Pemberthy", Indian Journal of 
commerce. Vol. XLI , Part 3, No. 155, April - June, 1988, pp.55-62. 
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Principles and Practice of Management" a study carried out by 
E.F.L. Brech^ in 1952 discussed about the various aspects of 
management. Tine book has been divided into four parts. The author 
dealt with the basic concept of management. The first part deals with 
the Distribution. The study of Distribution is immediately concerned 
with those aspects, hence its pride of place among the four divisions of 
management studied. The second part is devoted to the production. 
Finally the activities of control, which can be briefly summarized as the 
means of assessing management's performance and achievement is 
studied in part four. 
Dr. (Miss) Sudha Nigam^ in her book entitled "Performance 
Efficiency" in 1989, deals with one of the problem areas of an 
enterprise. The subject matter in each chapter has been presented in a 
very lucid style. The present work has been undertaken to examine the 
functioning of air-corporations in India, which are service oriented. The 
study speaks about the evaluation of the financial and operational 
health of two air-corporations, namely Indian Airlines and Air-India. 
The author has thrown ample light on the various techniques 
adopted. The current theories of financial management have been 
discussed and subsequently an attempt has been made to bring their 
relevance and their bearing on the original data of the corporations 
under study. The study has been divided into eight chapters. The first 
chapter deals with the 'Introduction' of the study. The second chapter is 
devoted to 'A Profile of Air-Corporations of India'. The third chapter 
deals with the 'Financial Strength & Capital Structure'. The forth 
chapter deals with the 'Fixed Assets Analysis'. The fifth chapter is 
Brecn. E.F.L., "Principles and Practice Management", Longmans Green c& 
Co., London, 1952 
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concerned with the 'Working Capital Analysis'. The sixth chapter 
clarifies Profits Analysis'. The seventh chapter deals with 'Operational 
Efficiency Analysis', and the last chapter devoted to 'Summary of 
Findings and Suggestion'. 
SCOPE OF THE STUDY: 
Charoan Pokphand Feedmill Co. Ltd., Thailand, is having three 
businesses comprising Agro-Industry business, Aquaculture business 
and also having four Subsidiaries and twelve Joint Ventures in the 
Investment sector. The scope of the study covers the financial and 
operational performance of these businesses. The period covered 
under the study extends over 10 years from 1989-1998. 
OBJECTIVES OF THE STUDY: 
The mam objectives of the study are as follows: 
1 To review the concept of performance appraisal of the 
organization: its methods and practices. 
2. To review the structure and scope of service in Charoan 
Pokphand Feedmill Co. Ltd., Thailand. 
3. To review the performance appraisal of financial and 
operational sections of the organization. 
4. To examine the performance and progress of Charoan 
Pokphand Feedmill Co. Ltd., Thailand. 
5 To examine the performance appraisal of Charoan 
Pokphand Feedmill Co. Ltd., Thailand. 
1 Nigam, Sudhs, "Financial Efficienc/. Printwell Publisher, India, Jaipur, 
1989 
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HYPOTHESIS: 
The selection of the topic is made with a view to evaluate and 
appraise the financial and operational performance of the Charoan 
Pokphand Feedmill Co. Ltd. in Thailand and measuring the efficiency 
and effectiveness of the company performance in various business 
areas of operations. The progress of Charoan Pokphand Feedmill Co 
Ltd., in Thailand, ultimately depends upon the development of their 
production, 
METHODOLOGY: 
in the present study, the researcher mainly relied on the primary 
and secondary data. The primary data has been gathered through 
questionnaires, interviews, and discussions with the officers of the 
Commission, The secondary data relating to the production and 
financial performance of Charoan Pokphand Feedmill Co. Ltd., 
Thailand, under study, has been collected from the published Annual 
Reports and Accounts of the respective companies for the years 1989 
to 1998, which were obtained directly from the registered offices of the 
respective concerns. Financial statistics and operational data along 
with other information have been collected from various journals, 
periodicals and newspapers, such as, The Chartered Accountant, The 
Economic Times, The Financial Express, The Business India, etc. 
Books and various publications of financial institutions have also been 
used IP the study 
All the financial data related to the study has been rounded off in Baht, 
Balance sheets and profit and loss accounts have been re-arranged in 
a format suitable for the analysis. With the help of the data contained in 
the financial statements, various statements have been prepared and 
ratios calculated. All the statements and ratios have been interpreted 
and conclusions have been drawn. In support of the conclusions. 
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various findings have been made through the use of statistical 
techniques With the help of the conclusions drawn, suitable, significant 
and useful suggestions have been made to improve the performance of 
the company 
SCHEME OF THE CHAPTERISATION: 
Keeping in view the objectives of the study, the present work 
has been divided into five chapters. Given below are the basic contents 
of the various chapters in a nutshell. 
The first chapter deals with the introduction, review of 
literature, objectives of the study, hypothesis of the study research 
methodology etc. 
The second chapter is devoted to review the concept of 
performance appraisal of the firm and its methods and practices. 
The third chapter concerns with the structure and scope of 
service, etc of Charoan Pokphand Feedmill Co, Ltd,, Thailand, 
The fourth chapter technically analyzes the appraisal of 
financial performance along with the trends analysis, fund flow analysis 
and balance sheet changes, etc. 
The fifth chapter summarizes and concludes the findings of the 
study 
LIMITATIONS OF THE PRESENT STUDY: 
The data used in the present study have been primarily 
collected from published financial statements of Charoan Pokphand 
Co., Ltd in Thailand for the years from 1989-1998. The data has also 
been collected from various publications. However, the company was 
reluctant to provide information on the cost per unit and detailed 
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information on various items as provided in a summarized form in 
Annual Reports. The company also refused to provide information on 
various budgets, management policy, and standards fixed by them. In 
spite of the above constraints, statistical and quantitative techniques, 
wherever possible, have been used so as to arrive at objective 
conclusions 
CONCEPT OF 
OF BUSINESS 
OF BUSiESS OEfiMlZATM 
INTRODUCTION: 
Company Appraisal, often called the strength and weakness 
analysis - a title that correctly reflects what we are looking for, namely, 
those things about the company which are excellent, advantageous, 
powerful or beneficial and those which are feeble deleterious or 
debilitating We have to be a little careful in trying to categories 
everything about a company as either its strength or a weakness, 
because some things may be neither of the two, yet nonetheless 
important. However, these two categories are useful mental guidelines. 
Sometimes this exercise is called the internal appraisal, 
indicating that the search is limited to strategic factors found inside the 
company itself as opposed to externa! factors (considered in the next 
chapter) over which the company normally has no control, such as 
government actions and changes in technology, 
CONCEPTS OF PERFORMANCE APPRAISAL: 
The phrase 'Performance Appraisal' is composed of two words. 
Performance and 'Appraisal' The word 'Performance' means the 
efforts extended to achieve the targets efficiently and effectively The 
dictionary meaning of performance refers to 'achievement', "The 
achievement of target involves the integrated use of human, financial 
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and natural resources".^ Performance directly reflects the disposition 
and utilization of the resources. 
Erich L. Kohler^ referred to performance as "a general term 
applied to conduct the activities the an organization over a period of 
time, often with reference to some standard, such as past or projected 
costs, an efficiency base, management responsibility, or the like." 
Appraisal refers to a critical examination with a view to improve 
performance. It compares the actual performance with targets fixed, 
identifies causes of significant variations and devises corrective 
actions This is naturally turned to assessing whether the business 
operations would be safe, profitable and appropriate in a given 
economic situation. Each business enterprise is assessed on its own 
merits 
The term 'performance appraisal' may be defined as a critical 
assesstiient or evaluation of various activities in different areas of 
operations of an organization. It includes planning as to what should 
be achieved by an organization, comparing actual performance against 
what was expected and making a judgment on the quality of that 
performance, having regard to the actual circumstances under which it 
was achieved 
Albaiiese, Robert. "Managing towards Accountability for Peiiormance". 
Homewood; Illinois: Richard D. Irwin inc., 1978, pp. 13-14. 
Kohlei Erich L., "A Dictionary for Accounts", New Delhi: Prentice-Hall of 
India Private Ljmited, 1984, p.378. 
AZIZ. A., Op Cit., p.1. 
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Performance appraisal in its process analyzes the various 
factors of organization to evaluate the relative strengths and 
weaknesses so as to meet the opportunities and threat of environment. 
Appraisal of a firm is as difficult as appraisal of any individual or 
family Like all individuals and families, firms also have different 
objectives and goals. It would be uncharitable to judge a firm on the 
basis of the notions of the person carrying out the appraisal, and to 
declare that person or family to be unsuccessful, etc. Everyone is 
entitled to be judged by one's own objective. The point of view here, 
however, is a comparative study of different firms in the same industry 
or otherwise. 
Performance review is the measurement aspect of the method 
of performing management. It is measurement of the results obtained 
from the function—the results from the position—and, in conjunction 
with standards of performance or statements of results required, which 
IS the basic control and learning mechanism of an organized effort. 
Controi comes from comparing accomplishment with plan. Learning 
comes from observing the results of what we have done, and when the 
results do not meet requirements, modifying our approach to 
accomplish better results.' 
A review of the discussions to this point will reveal a series of 
functions which if properly appraised and executed, will make for a 
successful business venture If management is unable to estimate 
future events accurately, it cannot assemble and utilize the various 
factors of business, i.e.. men. materials, machines and the like, in their 
optimum proportions. Somewhere along the line, management is likely 
to adopt policies that are detrimental to the over-all company goals. 
Gray. Edmund R.; Louisiana State University, "Readings in Business 
Policy". Appleton-Century-Crofts, New York, 1968, p.476. 
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Such error may be due to poor judgment, misinformation, or lack of 
information. This is to tje expected and cannot be completely avoided. 
There is, however, a limit to the number of mistakes that management 
can make and still survive in our highly competitive business 
community ' 
The management can minimize poor decisions through 
application of the principles of scientific management to its various 
problems. In addition, management can improve on its future policies 
by applying the lessons learned from the evaluation of its past 
performance. Such evaluation may indicate where company policies 
have been strong or weak and which individuals or what outsiders 
influence have been responsible for the turn of events. From this 
experience, management can strengthen its future-operating plan. This 
evaluation should encompass each and every segment of the 
organization No segment is so unimportant that it precludes 
examination nor should the performance of any individual be excluded 
because of the preconceived notion that "the king can do no wrong.^ 
Only through a complete and unbiased appraisal of the management's 
activities can the causes for success or failure be established,^ 
In business, as in any other area of activity, success is always 
a relative concept; relative to other business organizations or relative to 
some predetermined concept. The implication is that performance may 
be described as of normal standard, above standard, or below 
standard, but before performance can be described as standard or 
otherwise, it is first necessary that a rather specific indication of the 
Keith, Lyman A,, & Gubellini, Carlo E,, 'Business Management", McGraw-
Hill Book Company, INC, New York, 1958, p,415. 
Benedict, H.G,, "Yardsticks of Management-A Complete Appraisal of the 
Management Function Appears", Management Book Company, Los 
Angeles, 1946 
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standaid be established. Actually a standard should be established for 
virtually every area of business activity, like sales, production, and 
profit to mention a few.^ 
Measuring and appraising performance involves several 
distinct steps. Specific goals or objectives must be established (these 
are the standards) and there must some means of measuring the 
extent to which these standards have or have not been met. Analysis 
of the reasons why goals have not been attained or why they have 
been exceeded should always follow measurement to provide a better 
basis for planning future courses of action. Under some instances, 
goals have been met in spite of rather than because of the wisdom of 
management Analysis also provides a basis for the final step in 
evaluation, i.e., the application of corrective action."^ 
The direction of management effort should be concentrated on 
matters requiring their attention, such as operations seriously below the 
expected performance. Without the application of this principle, effort 
may be diffused over all operations, showing good and bad 
performance. "The application of the principle of exception depends on 
the ability to identify what is significant as compared to what is 
insignificant This is a normal feature of accounting practice and is 
usually a matter of judgment, but statistical techniques are being used 
to an increasing extent in business problem of this type."'^ 
It IS known that in the interest and good health of individual, 
medical authorities generally advise to have a periodical check up and 
Keith, l.yman A & Gubellini. Carlo E., Op. at., p.415-416. 
•^  Ibid p416 
Tfiornton, Norman, "Management AccouDting." \n6\an Reprint. New Delhi: 
Allied Publishers Private Limited. 1979, p.149. 
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examination of his body. Similarly, in the interest if good operating 
results occur, then every concern should have a periodical appraisal-
both diagnostic as well as preventive in nature. In case of an already 
bad or deteriorating situation it locates the areas and indicates where 
to make an improvement, whereas in case of good condition, if shows 
the way to further improve the performance.' 
In the appraisal of performance, a broader view is necessary. 
Performance might be improved by concentrating attention on why a 
unit has improved on an accepted standard, so that the lessons 
learned may be applied with advantage to other units rather than 
directing the efforts to eliminate deviations from the plan. "Checking 
performance is the third major management activity which the financial 
planning and control function aims to assist, in particular. It implies the 
existence of a benchmark against which actual results can be 
compared "' 
Performance of a business enterprise is affected by so many 
factors, which are inter-related and cannot be satisfactorily examined in 
isolation Control systems and the motivation of personnel are key 
elements in this process. 
More formally, a management control system can be defined 
as a set of policies, procedures and associated information processes 
designed to help managers to influence organizational activities in the 
following ways 
(I) by clearly defining objectives and other inputs; 
' AZIZ A Or. at p.2 
' Robsori, A.P., Objectives a/id Practice In Financial Planning and Control' 
(Hand Book of Financial Planning and Control Edited by M.A. Pocock, and 
AH. Tayler. England; Gower Publishing Co. Limited, 1981), p. 9. 
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Ml by measuring progress in achieving those objectives; 
(III) by evaluating the enterprise's performance; and by 
indicating the means of corrective action."^ 
The control process is represented in figure 1, which 
helps to illustrate the idea of control as a process incorporating the 
above four stages 
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Figure 1 The control process 
Source: Richard MS. Wilson and Gerard McHugh, "Financial Analysis'. p,64 
The feedback loop is the flow of information about the level of 
performance. This information is then evaluated by reference to targets 
and plans, variations are investigated, and appropriate corrective 
action IS initiated via the control loop. 
Richard M.S. Wilson & McHugh, Gerard, "Financial Analysis. A Managerial 
Introduction' Cassell Educational Limited, London, 1987, p.63. 
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We often use the words 'efficient' and 'effective' when talking 
about performance. Having been allocated to particular purposes, the 
utilization of resources needs to be monitored to ensure that some 
satisfactory balance is maintained between the actual inputs and the 
achieved versus the desired outputs. In other words, the efficiency and 
effectiveness of resource utilization need to be considered. 
Efficiency is defined as the measure of the relative amount of 
resources used in performing a given unit of work. Sometimes 
characterized as doing things right. It can involve unit costing work 
measurement (standard time for a task), labour productivity (ratio of 
outputs to labour inputs), and cycle time. 
AXISO efficiency is defined as the ability to perform a neat 
operation with a balanced action and controlled supervision. It 
commonly refers to a ratio of output to input. Thus it can be said that an 
efficieni system is one in which this ratio is optimal. For example, 
managers are said to be efficient if they produce more and better 
output with less labour, fewer materials and in a relatively shorter 
period of time Thus efficiency implies something "more, better, faster 
and cheaper" It means looking after and caring for more 
emergency-room patients in a hospital at a lower cost. It means 
doubling the number of students taught by a professor. Efficiency 
denotes the idea of doing well and without waste whatever is being 
done-whether it is worth doing or not. We are all familiar with people 
who are extremely efficient in doing something that should not be done 
in the first place Someone once said, "There is no point in doing well 
something that should not be done at all."^ 
Albariese, Robert. Op ciL, p. 13. 
• Ibid 
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Effectiveness is defined as an 'assessment of the qualitative 
level of achievement of program goals and the intended results, as 
defined in strategic plans and in legislation'. 
Effectiveness has a different connotation from efficiency, as it 
relates to the achievement of that which one sets out to achieve. It 
means the accomplishment of a desired objective or outcome, In other 
words, it tries to answer if the actual results (or outputs) for a given 
period of time correspond with the desired results. "Effectiveness is 
concerned with the effect of work on people with the appropriateness of 
goals, with long-term results, with humanist and idealistic values,"^ 
There is always a more effective way of performing work from 
the viewpoint of recognizing the desire of people to use their 
intelligence and imagination and to develop their skill and talent fully 
and fruitfully Jobs can always be improved so that they may meet 
human needs in a better way. Organization can be designed to be 
more congruent with the human personality and with the goals, norms 
and values of society. 
There are four logical outcomes (as shown in figure 2) that take 
into account rather polarized levels of efficiency and effectiveness 
Each 'cell' contains a combination of either positive or negative levels 
of efficiency and effectiveness In cell ' 1 ' , both are positive, which is a 
happy situation since resources are being used efficiently in producing 
a desired (i.e. effective) outcome. In sharp contrast, cell '4' contains an 
extremely unhappy situation, which has connotations of failure. 
Between these extremes are the greyer pictures of cells 2 and 3: in cell 
3 the level of efficiency is good but the degree of effectiveness is poor, 
and vice-versa in cell 2 Interpretation of these logical possibilities 
Albanese, Robert, Op at., p. 15. 
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depends upon the relative importance attached to efficiency and 
effectiveness. 
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Figure 2 Efficiency versus Effectiveness 
Source: Richard M S Wilson and Gerard McHugh, Financial Analysis 
" f \ i t simply", as observed by Richard M.S. Wilson and Gerard 
McHugh "effectiveness refers to doing the right thing, whereas 
efficiency refers to doing the thing right."' 
There should be no doubt that effectiveness is much more 
important than efficiency, even though both qualities are desirable. If 
this IS accepted, it can be seen that cell 2 (effective but inefficient) in 
the figure is a better place to be in than cell 3 (efficient but ineffective). 
An enterprise needs to meet the expectations of its constituent 
interest groups if it is to be effective. Its survival depends upon this. 
The mote efficiently the enterprise can use its available resources in 
striving to be effective, the more profitable it is likely to be. 
Richard M.S , Wilson & McHugh, Gerard, Op. cit., p.7. 
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The Advanced Learner's Dictionary of Current English defines 
effectiveness as "the ability to bring about the result included" or 
"making a striking impression." Therefore, efficiency refers to 
performing the job at a least cost while effectiveness refers to 
performing the right job. 
Thus as Erich A. Helfert has rightly pointed out, "The 
assessment of business performance is more complex and difficult, 
since It deals with the effectiveness with which capital is employed, the 
efficiency and profitability of operations and the value and safety of 
various claims against the business.^ 
CONSIDERATIONS IN ORGANIZATIONAL APPRAISAL: 
The purpose of organizational appraisal is to determine the 
organizational capability in terms of strengths and weaknesses that lie 
in the different functional areas. This is necessary since the strengths 
and weaknesses have to be matched with the environmental 
opportunities and threats for proper strategy formulation. In 
organizational appraisal, the various forces and influences operating 
within the internal environment of an organization viz. organizational 
resource, behaviour, synergistic effects and the distinctive 
competencies of the organization have to be analyzed. Organizational 
capability is dependent on these forces and influences. By appraising 
the organization, the strategists have to develop an assessment of 
their organizational capability to compete in the markets. There are a 
number of considerations in organizational appraisal.^ Which relate to 
the factors that affect appraisal, the approaches that can be adapted to 
Helfert, Erich A , "Techniques of Financial Analysis". Richard D. irwin, 
Homewood Illinois, 1977, p. 53. 
Kaznii, Azhar, "Business Policy", Tata McGraw-Hill Publishing Co., Ltd., 
New Delhi 1992, p. 134, 
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appraise them and the sources of information available to perform the 
appraisal 
FACTORS AFFECTING ORGANIZATIONAL APPRAISAL: 
The factors that affect organizational appraisal relate to the 
strategist the organization and to the internal environment. The various 
characteristics of strategists, as they matter so far as their general 
management capability is concerned, affect the manner in which 
organizational appraisal would be done. The nature of organization, the 
internal environment, its complexity and diversity determine how well 
the appraisal can be done To understand how 'these' factors affect 
organizational appraisal, we consider a few examples. 
• The ability of the strategists to comprehend complexity determines 
how well the different forces and influences operating within the 
internal environment are analyzed. 
• The size of the organization affects the quality of appraisal. Larger 
organizations are usually more difficult to appraise than smaller 
ones 
• If the internal environment of an organization is vitiated owing to 
opposing political forces and power games, the quality of appraisal 
IS likely to suffer. A cohesive management team, on the other hand, 
IS more likely to appraise the organization better. ^ 
APPROACHES TO ORGANIZATIONAL APPRAISAL: 
The approaches adopted for preparing organizational appraisal 
may range from a highly systematic to an ad hoc one. A systematic 
approach is adopted as a proactive measure to appraise the 
Kazmi, Azhar, Op. at. pp. 134-135. 
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organization and is used when the strategists opt for formal strategic 
planning systems. An ad hoc approach is generally used as a reactive 
measure in response to a crisis and occasional organizational studies 
may be undertaken to determine capability, as and when needed. It is 
true that not all organizations have a formal or even an ad hoc system 
to appraise their internal environment. For instance, in smaller 
organizations, which operate under the entrepreneurial mode, the chief 
executive may do the appraisal by himself without the aid of formal 
systems or by conducting ad hoc studies. It is equally true; therefore, 
that appraisal of organization is an essential prerequisite to strategy 
formulation. ^ 
THE SCOPE OF APPRAISAL: 
The scopes of the appraisal will necessarily vary from one 
organization to another, based upon its size and the multiplicity of 
functions involved. In a small job-order machine shop, where labour 
costs amount to as much as 75 per cent of total costs, evaluation is 
quite simple Success or failure for the organization will undoubtedly 
hinge on one factor, worker's productivity. This is true because of the 
complete reliance on individuals rather than on machines to get things 
done. In other organizations, appraisal may not be so simple. It is 
generally agreed that as the number of functions performed in an 
organization increases, and as the number of individuals having 
responsibility increases, the problem of appraisal becomes more 
involved and complex. 
The scope of appraisal will also vary in relation to the functions 
under consideration. A goal should be set for every phase of business 
Kazmi, Azhar Op cit.. pp. 134-135. 
(For details please see Appendix A) 
34 
activity: this point has already been established. The goal may relate to 
sales volume, profit, development of new products, or any other 
business function. The goal of an enterprise may be stated quite 
specifically, such as a sales volume of 1 million dollars and a net profit 
of 5 per cent after tax: or it may be expressed in general terms, such as 
continued leadership in product research or the development of 
managerial talents. It must be pointed out that goals cannot always be 
expressed in specific terms. Because of this, measurement and 
evaluation of business may be quite general and also in some case, 
very specific 
AREAS OF APPRAISAL OF THE FIRM: 
The firm has the following important areas of appraisal: 
1. Finance 
This word covers not only such strictly financial matters as profits 
and cash flow, but some legal ones too. Let us take the financial ones 
first Fluctuating profits can be most debilitating and a serious 
weakness for some companies operating in industries that are subject 
to cycles These cycles are sometimes of long duration (shipbuilding, 
for example, seems to have a decade or more of upswing followed by 
decades of decline) and sometimes ridiculously short (for example. 
umbrellas and fireworks) 
High gearing is a weakness and low gearing strength: 
sometimes, gearing is so high or so low as to be of strategic 
importance. Some companies pay very high dividends and some very 
low Some companies own property. Sometimes, stock or 
work-in~Drogress is an exceptionally high percentage of the capital 
employed or turnover In the animal skin industry, for example, stocks 
' Keith. Lyman A. & Gubellini, Carlo E., Op. cit., p.416. 
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are frequently 100 per cent of the turnover, because some skins can be 
bought only once a year. Some companies enjoy special tax 
concessions and others lease their plant or buy and sell on hire 
purchase. All these can be of strategic significance. 
Now let us turn to the legal aspects. Some companies have 
peculiar clauses in their articles of association. Others - many others -
have gearing limitation clauses in their debenture deeds, some of 
which may be strategic. Some companies have long term contracts 
with suppliers, customers or favours. Few enterprises have non-voting 
shares that must soon be enfranchised. Others are private companies 
hoping to go public. Many others are already public but have their 
control still in the founder family's hands. In some, the present 
controllers are likely to lose control if the company issues new equity, 
which It badly needs for expansion. Many small quoted companies 
suffer from low price earnings (P/E) ratios. 
Examine the balance sheet. Is the asset backing adequate? How 
soon can you refund those short-term loans? What has inflation done 
to your property values'? Have you raised any capital in a foreign 
market and if so, how would an exchange rate shift affect you'? How 
would your imports and exports be affected by such a shiff? 
The company model is also a useful source of data on financial 
strengths and weaknesses. It can be asked: how rapidly can we 
expand the turnover without exceeding our loan capacity? Another 
vital source of financial data is the examination of the company's past 
record, where such statistics as a decline in return on capital employed 
(ROCE). a rise in break-even point, a fall in sales margin, and so on 
may be revealed. So are the financial and accounting records and the 
chairman's annual reports for the past five or ten years. 
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In virtually every case, something of strategic importance will 
emerge in the finance area. Firstly we should write it up in detail with 
figures and then boil it down to a few care fully worded sentences that 
represent a consensus of opinion at the top. 
2. Production 
This heading includes not only factories, plant, equipment, and 
machinery, but also offices, warehouses, transport fleets and shop 
premises - all physical things - as well as all production know-how 
(production planning, quality control, distribution scheduling, and so 
on) Consider your company's factories. How many does it have'? Are 
there too many small uneconomic ones? Are any of them as large as to 
be dangerously close to the limits of man management or to be 
dangerously prominent politically'r' Where are they located'? Are they in 
high cost areas, in high unemployment areas, a long way from 
railheads or motorways, or in areas of scenic beauty? How modern are 
they? How old are the machines used, and how up-to-date are the 
services'? How do manning levels when compared with competitors? Is 
there excessive work-in-progress?^ 
You may feel that these items are too insignificant ever to be 
strategically significant and therefore, that I am breaking one of my own 
rule, namely, the one about excessive detail. However, I am not 
suggesting here that the planning team should make a detailed 
examination of every corner of the company's production facilities but 
only that it should examine a corner that may conceal a strategic 
elephant. All other corners can be ignored. I should add that some of 
these items are definitely very strategic for some companies; for a 
company in civil engineering or for a manufacturer of generating sets 
Argenti. John, "Practical Corporate Planning", George Allen & Unwin, 
London, 1968, p.105. 
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for power stations, for example, work-in-progress is decidedly strategic. 
Every company is different - so different that it is hardly worthwhile 
attempting to list all the possible areas of strategic importance. 
Commercial companies, banks, insurance companies, and so on do 
not have factories, but they do have offices. Are these modern or 
ancient"' Where are they? Who owns them'? Is the computer up to 
standard'^ The company may be a high street retailer. How many 
shops does it have'f' Where are they? Are they too small? Are they in 
the wrong part of the high street? 
I normally also include physical distribution under this heading: 
warehouses, depots, dockside facilities, transport fleets, ships, 
aircrafts and so on I also include the technical side of production 
know-how production planning, stock control, quality control, method 
study, and material efficiency control, value engineering, workshop 
layout, process control, safety and health, and so on endlessly. 
3. Marketing 
It includes marketing, advertising, promotion, customer relations, 
public relations, selling, distribution, after-sales services, and so on - all 
the skills are expected under such a heading. However, it also includes 
customers, products, services, quality, pncing, merchandising, 
franchising, leasing, packaging, delivery, retailing and product range -
absolutely everything related to the company's products and to how, 
where, to whom they are sold. 
Consider first the various marketing skills. In particular consider 
whether your company has crossed the great division between 
companies that produce a product and then go out and sell it and 
companies that find out what customers want and then produce and 
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sell that. Some anxiety must be felt for those in the former class: they 
are two or three decades behind the times! 
The correct identification of strengths in the marketing area is 
difficult Take a company whose share of the market is rapidly 
increasing rapidly. This may be due to its excellent advertising, its low 
prices or its strenuous sales force, or it may he due to factors entirely 
outside the marketing area, such as, the product is superbly well 
designed or technically advanced or that its competitors have lost their 
best managers - or almost anything! Since we hope to erect a major 
new strategy on the strengths that we identify in the company, it is 
clearly important to identify them correctly. Perhaps, then, marketing is 
one area where the planning team should especially invite the views of 
such objective observers as marketing consultants, customers, 
independent laboratories specializing in product tests, and so forth. 
Product comparisons are not normally difficult to make. 
Remember that this is not a marketing audit but relates to corporate 
planning, where only major defects or advantages are significant -nor 
are pricing or quality comparisons. Product range comparisons are 
more difficult. Go and look at the product range of, say, Fiat, and try to 
reach a rational conclusion as to whether it is 'better' or 'worse' than 
other models. 
Consider also the various methods of selling: retail outlets, 
merchants, franchises, leasing, and so on. Which of these do you use? 
How good at selling are you? If you rely on others to sell for you 
(merchants or agents, for example), how good are they? Who are your 
customers'? Are there too many of them, or too few'? How do they 
decide to buy your products'?^ 
Argenti. John. Op. cit., p. 107 
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4. Research 
Under this heading, we include not only scientific research and 
technological development (R & D), but much more besides these^ 
Companies have to undertake not only scientific work to develop new 
products or processes, but also many other kinds of research to 
develop new services and procedures. A bank about to introduce a 
new credit card or cash security service, an insurance company about 
to launch a new type of policy, a retailer about to offer new 
hire-purchase procedures - all these must be researched in almost the 
same way as, say, a new product based on laser technology. 
In some definition research means all the studies, experiments, 
tests, designing and discussing - but not the executive actions that 
have to be done to bring about a change in a company to keep it up to 
date To rephrase this into a question: how good is your company at 
keeping itself up to date in products, processes, materials, procedures, 
markets and customers? 
Here are a few relevant questions related to R&D: Are your 
products technically advanced? Do your competitors envy your R & D 
facilities'^ Can you sell know how, or do you have to buy it from others'? 
Can you actually point to several innovations in your industry 
emanating from your company's R & D? Do your specialist trade 
journals often feature your work? One point worthy of attention is that it 
IS useless to state your strength in such general terms as 'Our research 
team is acknowledged throughout the industry'. It is essential to identify 
exactly what the team is noted for. Is it for work on the product itself, 
the process which makes it, the materials used, the new uses found for 
an existing product, orwhaf? 
40 
Now we turn to those other types of research, which include 
market research, consumer research, motivational research, materials 
availability studies, and so on. All these activities are devoted to 
making sure that, when a major decision is taken, it is nght - that it is 
based on a firm footing of fact. One of the major sections to be 
discussed is 'Management'; when we will be examining the strengths 
and weaknesses of line executive managers, but here we are 
discussing the other major constituent of the company's top levels, 
namely its staff side - specialists, advisers, commentators, experts etc 
Some companies employ hardly any of these and rely on 
entrepreneurial flair. 
5. Buying 
Buying means procuring, sourcing, and purchasing. In some 
companies it includes stock control, quality control of purchased goods 
receiving facilities, shipping, transport, credit control and chasing 
Some of these may well be of strategic significance, but what I have 
mainly in mind is the purchasing situation itself. 
What does your company buy? Make a list of, say, the ten most 
important components or services or materials. From where do they 
come'? Who supplies them to you? From how many suppliers do you 
buy each of these materials? Can any of these suppliers deny 
supplying, or can any event interrupt supplies from them? How big are 
the suppliers as compared to you'? Are you the biggest buyer in the 
world (or in your nation), or only average or very small? In other words, 
who has the upper hand: you or your suppliers'? Does it matter'? 
n making your list of key purchases do not forget services, fuels 
and water, nor any very minor item that, although small In value or 
quantity, is obtainable from only one remote, esoteric or risky source. 
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Do not forget all the infinite ways in which supplies can be interrupted, 
prices distorted or quality reduced: strikes, political (especially tax and 
duty) decisions, technical advances, nationalism, crop failures, bad 
weather earthquake, exchange rate crisis, war, revolution, acquisition 
of your supplier by one of your competitors, and, finally, depletion of 
that particular natural resource. Of course, many of these can be 
reversed to bring good news as well; bumper crops, removal of import 
duties Of taxes, and so on 
6. Favours 
Under this heading include everyone employed by the company 
and everything related to them. How many favours are there? Where 
are they employed'? Are they mainly male or female, black or white, 
skilled or unskilled? Have you measured their productivity in terms of 
turnover, value added and profits per favour and compared these 
figures with those of other relevant companies, with the national 
averages for all companies and with the same figures for the last five 
years ago'? 
What about morale'r' Can you say whether the favours are 
generally content or discontent"? How high is the labour turnover'? How 
often do you have stnkes, disputes or accidents? Have you compared 
these figures with those five years ago, with those of other companies 
and with the national averages? What about age distribution? What 
about pay and conditions'? Do you really have awful conditions of work 
(noise smell danger) or any really excellent ones (superb research 
facilities magnificent computer department), that contribute to poor or 
good morale'? 
What about skills'? Do you perhaps employ the leading team of 
oleo-physicists in Western Europe or the largest number of welders? Is 
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there one man. or a very small team of men, on whom much of the 
future success of Tile Company rests: a chief designer, perhaps, or a 
brilliant finance man'? 
Consider trade unions, of course. Are the unions strong? How 
many arc there'? Are there inter-union disputes? Do the unions exploit 
pay anomalies or anomalies between two or more of your sites'? Where 
do your favours live'? Is the local community a close-knit one in which 
your firm plays a major role? 
Finally consider all your favour-related issues: pensions, 
retirement policies, recruitment, induction, training, promotion, 
disputes, strikes, participation, work councils, worker-directors, 
worker-shareholders, pay structures, incentive schemes, and so on. Is 
there anything here that contains something of strategic significance, 
either good or bad'?^ 
7. Management 
Under this heading include the managers themselves, their skills 
and how they all fit together in the organization. There is one key 
difference between this area and all the others. It is difficult enough for 
managers to obtain an objective and unbiased view of their company's 
products, for example, it's buying position or its favours, but it is even 
more difficult for them to obtain such a view of themselves. Although it 
IS better for the managers to make this study themselves than for an 
outsider to do it for them, there is a strong case for bringing in some 
outside view at some stage. As a confirmation, or a second opinion, or 
to adjudicate in cases of disagreement, such a view would be 
invaluable, and perhaps this is a suitable moment to remind ourselves 
of the value of those outside-insiders, namely, the non-executive 
Argenti, John, Op. cit., p. 112. 
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directors. They often not only have wide experience of industry but 
know the company intimately as well exactly the sort of view of the 
company that we need to make in an informed unbiased strength and 
weakness analysis. 
What we need to know is whether the management is capable 
of handling the company's problems now and over the next few years, 
just as in the strength and weakness analysis above, we tried to decide 
whether the company's production facilities, marketing skills and 
financial situation are adequate or not. As we have seen in countless 
examples, most companies find such severe weaknesses in one or 
more areas of their activities that they cannot imagine making a 
successful onslaught of future problems until these have been put right, 
Sonic companies, on the contrary, conclude that they can launch an 
attack on the future with confidence. Plainly, the management's skills 
are one of the most important areas of all in this analysis, and therefore 
a vital part of this exercise is often a very personal one; the top 
half-dozen people discuss their own personal strengths and 
weaknesses quite openly with their colleagues and even with, or in 
front of, their subordinates. 
There is so little time in these syndicate sessions that no one 
has a chance to put up an elaborate defensive smokescreen; and if 
anyone does try to do this, the result is so blatantly biased that his 
views and those of his syndicate are instantly dismissed, sometimes 
accompanied by densive laughter from the other syndicates. So, even 
in this part of the strength and weakness analysis, where they have to 
discuss the most sensitive area of all, namely they, the managers can 
usually achieve valid answers without the aid of an outside view. 
However, it can do no harm and may add considerably to 
confidence if an outsider's view is also sought from among the 
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company's bankers, legal advisers, and management consultants. This 
is particularly appropriate in a company run by an autocrat, for in this 
type of company, it is very difficult for even the top managers to offer 
any criticism of the autocrat, and it may just tip the scales in favour of 
an honest and open conclusion if one or more respected outsiders add 
their voice to the muffled protestations of the favours. Among the 
features that we need to identify in this management area are: whether 
there are any great strengths or weaknesses in the lower levels, in the 
middle levels or at the top of the management hierarchy; and whether 
the company is particularly good at some special area of management, 
e.g., production-scheduling, project management, financial control, 
labour relations, international contract negotiation, etc. 
It is often important to look at the age distribution of the 
management team, succession, training, recruitment from outside and 
career planning. Discussion of the company's current organizational 
structure is virtually always relevant, with such questions as whether 
the company should be divided functionally, geographically or by 
product groups coming up frequently.^ 
8. Position in industry 
Here it is useful to state the company's position as a member of 
its industry, sector or national economy. Are you, for example, the 
largest company in your industry or sector, or the largest company in 
Europe, New Zealand or North town? Where do you rank in size with 
all the companies that you classify as your competitors? Are you the 
price leader, the technology leader or the market leader? Do you have 
any political influence in the United Nations, in Parliament, in Brussels 
or in North town? Are you so small that none of the more onerous 
^ Argenti, John, Op. cit., p. 115. 
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items of national and international legislation affect you? Can you run 
rings around the larger competitors?^ 
Appraisal of performance of a company can be done through a 
careful and critical analysis of the financial statements. Financial 
analysis helps managers in con trolling their enterprise performance. It 
does this by providing them with a system and set of procedures for 
analyzing and understanding financial indicators of performance. The 
two important financial statements are the 'balance sheer' and the 
'profit and loss account'. Although any formal statement expressed in 
money value might be thought of as financial statement, the term has 
come to be limited by most accounting and business writers to mean 
the 'balance sheet' and the 'profit and loss account'.^ 
PERFORMANCE APPRAISAL THROUGH FINANCIAL STATEMENT 
ANALYSIS: 
Financial Statements indicate the operating results and financial 
position of a concern; therefore, by analyzing and interpreting these 
statements, performance can be appraised. For this purpose, analysis 
of financial statements is made. Financial statement analysis is a 
preliminary step towards the final evaluation of the results drawn by the 
analyst or management accountant. Appraisal or evaluation of such 
results is made thereafter by management. Financial statement 
analysis is the process of scientifically making a proper, critical and 
comparative evaluation of the profitability and financial position of the 
concern. "The appraisal or analysis of financial statements spotlights 
the significant facts and relationships concerning management 
^ Argenti, John, Op. cit., p. 117. 
Howard, B, Bion & Upton, Millerer, Introduction to Business Finance", 
McGraw Hill Book Company, Inc., New York, 1953, p.61. 
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performance, corporate efficiency, financial strength and weakness and 
creditworthiness, which would have otherwise been buried in a maze of 
details."^ According to Metoalf and Titard, "Analysis of financial 
statements is a process of evaluating relationship between component 
parts of financial statement to obtain a better understanding of a firm's 
position and performance."^ 
Evidently, performance appraisal is the end of a continuous 
accounting cycle, which starts with the classification, recording, 
summarizing, presentation, and analysis of data and ends with the 
interpretation of results obtained from critical analysis thereof. 
PROCESS OF PERFORMANCE APPRAISAL: 
The financial statements contain all the data relating to 
operating results and financial position of the business. Besides this, 
other documents such as reports, schedules and explanatory notes are 
also appended. Overall performance of the business is appraised by 
analyzing these statements; hence, the process of financial statement 
analysis is the key process of performance appraisal. The process of 
performance appraisal through financial statement analysis, is 
summarized below: 
1. Some logical arrangement of financial data in an orderly' sequence 
is made in a condensed form. The balance sheet and profit and 
loss account figures are rearranged to facilitate performance 
appraisal. 
Gole,V.L., "Fitzgerald's Analysis and Interpretation of Financial Statement', 
Butterworth's, London, 1996, p.2. 
^ Metoal, R.W. & Titard, P.L., "Principles of Accounting" W.B. Saunders 
Philadelphia, 1976, p.157. 
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2. Figures are approximated to the nearest thousand to simplify the 
process of appraisal. 
3. The appraisal of performance is designed to make a careful study 
of past financial records in the light of economics already 
experienced so as to make an orderly attempt to make an informed 
guess as to the future probabilities. 
4. The analyst should utilize his knowledge of financial statements 
to draw up performance appraisal programme, which must be 
tailored to fit in the specific needs. 
5. Performance appraisal may be conducted either internally or 
externally. Those who are within the enterprise and have access to 
detailed records come under the purview of internal appraisal. 
Management generally conducts such appraisal for their purposes. 
External appraisal on the other hand, is conducted by those or for 
those who are outside a business enterprise such as shareholders, 
creditors, bankers, trade unions, government agencies and 
research scholars. 
AREAS OF PERFORMANCE APPRAISAL: 
The measurement of progress and the appraisal of performance 
are closely related. The performance measurement is concerned with 
the efficiency and effectiveness of converting inputs into outputs. It has 
already been discussed that performance appraisal should be 
understood as a part of the control process. Performance measures 
should be chosen which provide useful information for the control 
system of management. Therefore, a measure should tell us something 
about the level of achievement of goals or targets. The important areas 
of performance appraisal are discussed below: 
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1. Profit and Profitability: The existence of a business enterprise wholly 
depends on Its ability to earn profit.which is considered as the most 
important criterion of the 'enterprise's performance'. It is applied 
universally in absolute form as well as in its relative form. Profitability 
indicates the efficiency or the performance of an enterprise and shows 
how the enterprise is utilizing its resources. Various profitability ratios 
are calculated for appraising the performance of a business. 
2. Sales Trends: The figure of sales is an index of progress made by a 
company. It can also be used as an indicator of managerial efficiency. 
Marketing of the product 'is also one of the most important areas of 
operation. In the process of performance appraisal, sales indices are 
computed and compared with that of other similar companies, for 
arriving at an objective conclusion. Computed trend values of sales 
may also be derived by applying linear least square method and then 
performance of the company may be measured by comparing the 
actual sales with the computed sales. 
3. Production: Production is one of the most important areas of 
performance. The indices of production by the company may give an 
idea as to how the company has performed in the year under review as 
compared to the past or how the company has performed as compared 
to other companies. Production performance of a company can also be 
measured by analyzing capacity utilization. The production of a 
concern can be compared for different years with that of the companies 
in the same industry and with the industry as a whole of which the 
company is a part. 
4. Funds Management: Performance of the resources or funds 
invested in the business can be appraised by fund flow analysis. This 
criterion show the funds used in the business and sources of funds or 
funds received in the business. Performance of a company will be 
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better if effective system of management of funds is operating. In this 
measure of performance, a statement of changes in working capital is 
also prepared. This also helps in judging the effectiveness of working 
capital management of a company. Funds flow statement is prepared 
to analyze the funds position in a business enterprise. 
5. Financial Strength: Appraising the financial position of a business 
also does effect Performance appraisal. The financial position or the 
financial strength shows whether a business is being operated on 
sound financial basis or not. Owners, creditors and lenders of a 
company are interested in the financial strength. It is also an important 
criterion of measuring performance. In this area of performance 
appraisal, short-term financial strength and. long-term financial strength 
is measured by calculating various ratios. 
6. Value Added: An enterprise may exist without making profits but it 
cannot survive without adding value. Value added measures economic 
value created; it can be used as a measure of productivity. Value 
added indicates the wealth created by a business with the application 
of labour and Capital. Various ratios related to value added are 
computed for appraising the performance. 
TECHNIQUES OF PERFORMANCE APPRAISAL: 
Performance appraisal through financial statements consists of a 
study of relationship and trends to determine whether the financial 
position and results of operations and overall progress of a company 
are satisfactory. The techniques of performance appraisal are 
frequently applied to the study of accounting data with a view to 
determine the continuity or discontinuity of the operating policies, 
investment value of business, credit ratings and testing the efficiency of 
operations. The techniques of performance appraisal are developing 
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fast and have acquired a scientific temper. The various important 
techniques, which are used for performance appraisal, have been 
summarized below: 
1. Ratio Analysis: The modern technique of performance appraisal is 
the ratio analysis technique. It is the principal and universally 
accepted technique of assessing the operational efficiency of a 
business enterprise. Often a ratio is known as a symptom like the 
blood pressure, the pulse or the temperature of a person. The 
analyst can X-ray by its use the financial growth and development 
and the present condition of the business enterprise. "Ratio 
Analysis", in the words of Erich A. Helfert, "provides, guides and 
clues especially in spotting trends towards better or poorer 
performance and in finding significant deviations from- any average 
or relatively applicable standards."^ According to J. Batty, "The term 
accounting ratio is used to describe significant relationship which 
exists between figures shown in balance sheet, profit and loss 
account, budgetary control system or in any other part of the 
accounting organization."^ Hence, ratio analysis is an effective 
instrument which, when properly used, is useful in assessing the 
objective of business, achieved by it. As a measure of efficiency it is 
the main tool of making intra-firm and inter-firm comparisons. Under 
this technique of appraisal, various ratios are calculated, the 
classification of these ratios may be as follows: 
(i) Liquidity Ratios: Liquidity ratios are designed to measure the 
ability of a company to meet its short-term obligations and to 
reflect the short-term financial strength. The two commonly 
^ Helfert, Erich A., Op. cit., p.57. 
2 
Batty,J., "/WanagemenMccoanfanc/, McDonald & Evans Limited London 
1963, p.374. 
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used liquidity ratios are (a) Current Ratio, and (b) Quick 
Ratio. 
(ii) Leverage Ratios: These ratio help to measure the financial 
contribution of the owners compared with that of creditors as 
also the risk of debt financing. These are also known as capital 
structure ratios. The leverage ratios are (a) Debt -Equity Ratio 
(b) Fixed Assets to Net Worth Ratio (c) Interest Coverage 
Ratio, and (d) Gearing Ratios. 
(iii) Activity Ratios: Activity ratios are also known as turnover ratios. 
These ratios enable the measurement of the effectiveness of 
the usage of the resources of a concern. Activity ratios are (a) 
Fixed Assets Turnover Ratio, (b) Turnover Ratio, (c) Stock 
Turnover Ratio, (d) Current Assets Turnover Ratio etc. 
(iv) Profitability Ratios: "A measure of profitability is the overall 
measure of efficiency".^ Furthermore, the purpose of 
profitability measurement is to see whether an enterprise has 
effectively used its resources to achieve its profitability 
objective. "These ratios are intended to measure the end-result 
of business operations."^ The various ratios included in this 
category are: (a) Gross Profit Ratio, (b) Net Profit Ratio, (c) 
Return on Capital Employed Ratio, (d) Operating Ratio, (e) Net 
Profit to Net Worth Ratio, (f) Price Earning Ratio, (g) Dividend 
Yield Ratio, (h) Earning per Share. 
Hingorani, et. a/. "Management Accounting", Sultan Chand & Sons New 
Delhi, 1983, p.123. 
2 Srinivasan, N.P., "Management Accounting", Sterling Publishers Pvt. 
Limited, New Delhi, 1986, p.35. 
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2. Trend Analysis: Comparing the past data over a period of time with 
a base year is called trend analysis. Trend analysis makes it easy 
to understand the changes in an item or in a group of items over a 
period of time and to draw conclusions regarding the changes in 
data. Under this method, percentage relationship that each item 
bears to the same item in the base year is calculated. It is a 
dynamic method of analyzing the changes over a period of time. 
The analyst compares the trend of related financial and operating 
data in forming an opinion as to whether favourable or adverse 
tendencies are reflected by the data. This technique of appraising 
performance indicates the direction in which a concern is going and 
on this basis forecast for the future can be made. 
3. Common-size Statement Analysis: In common-size financial 
statement analysis method, items reported in the financial 
statements are converted into percentage, taking some 
common-base. In the Common-size Income Statement the net 
sales are assumed to be 100% and other items are expressed as a 
percentage of sales. Similarly, in the common-size balance sheet, 
the total assets or total liabilities are taken equal to 100 and all 
other items are expressed as a percentage of this total. These 
statements are also called 'Component Percentage Statement' or 
"100 per cent Statement". This technique of performance appraisal 
is also very useful in inter-company comparison, as it becomes 
easier to know the performance on the basis of the percentage of 
the figures, revealed by the financial statements of the company. 
4. Fund Flow Analysis: Fund flow analysis technique is an efficient 
technique for the management to assess the growth of the 
company and its resulting financial needs, and to determine the 
best way to finance those needs. It provides answers to many 
questions, which are very important from the point of view of 
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performance appraisal and management control. Fund flow 
statement reflects the sources of funds invested in the business and 
the application of funds. It indicates change in items of financial 
position between two different balance sheet dates. Fund flow 
statement is also known as 'Sources and Uses of Funds Statement', 
'Where Got and Where Gone Statement' etc. In addition to the fund 
flow statement, a 'statement showing changes in working capital' is 
also prepared for this purpose. 
5. Other Techniques: There are various other techniques, which can 
also be used for appraising the performance of a business. These 
techniques are as follows: 
(a) Cash Flow Analysis Technique, 
(b) Break-Even-Analysis Technique, 
(c) Statistical Techniques - Such as Average, Range, Index 
Number, Standard Deviation, Correlation, Regression and 
Analysis of Time Series. 
(d) Diagrammatic and Graphic Presentation of Data. 
These techniques of performance appraisal provide a scientific, 
systematic and objective assessment of the efficiency and 
effectiveness of the operations and financial and overaU health of a 
business enterprise. 
LIMITATIONS OF PERFORMANCE APPRAISAL: 
Performance is a relative term. It can be judged by comparing 
the data of different companies or industries or of the same company 
for different years. Since business conditions vary much from company 
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to company and from industry to industry, no attempt to assess 
business performance can provide firm results. Differences exist in 
location, products and services, capital structure, plant capacity, 
accounting policies, level of efficiency, caliber of management, to name 
but a few. Further, complications have been added by the advent of 
multi-product and multi-business companies. On account of these 
differences, performance appraisal of a business becomes a very 
difficult task for an analyst. Therefore, while appraising the 
performance of a business the analyst should keep the above 
mentioned differences in mind. 
Moreover, the performance appraisal of a business enterprise 
through financial statement analysis is based on financial data obtained 
from financial statements. Since, financial statements have a number 
of limitations; performance appraisal is also adversely affected by 
some of the limitations. The important limitations of performance 
appraisal may be summarized as under: 
(1) Interim Reports: Financial Statements of a company are 
essentially interim reports usually prepared for an accounting period. 
Hence, the financial information as revealed by them is neither 
complete nor exact. The true information can be known only when the 
business is closed down. 
(2) Historical Data; Performance of a business enterprise is 
appraised on the basis of historical data revealed in financial 
statements; as they do not reflect price-level changes, so appraisal of 
performance is of little value in decision making. 
(3) Quantitative and Monetary Data: Performance of a business 
should be appraised keeping in view both quantitative and qualitative 
information but financial statements depict only those items of 
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quantitative nature's which are expresseaTnmonetary terms. A number 
of qualitative factors such as efficiency of workers, reputation and 
prestige of management, customers' satisfaction, loyalty and integrity 
of management and favours are not depicted by financial statement. 
Without taking into consideration these factors which are essential to 
assess the performance of a business, performance cannot be 
appraised correctly. 
(4) Unrealistic Accounting Concepts and Conventions: Financial 
statements are based on accounting concepts and conventions, which 
make them unrealistic. For example, the value of fixed assets in the 
balance sheet are shown on the basis of 'going concern concepts'. This 
means that value put on an asset rarely represents the amount of cash 
which would be realized on liquidation. Similarly, the income statement, 
which is prepared on the basis of the convention of conservatism, fails 
to disclose the true income, for it includes probable losses and ignores 
probable incomes. Thus, performance appraisal can not give true and 
fair picture of a business. 
(5) Personal Judgment: Personal Judgments influence financial 
statements, which in turn affect the performance. Many items such as 
inventory valuation, method of depreciation, etc. depend on the 
personal judgment of the accountant, which depends on the skill, 
integrity, and competence of the accountant. 
"The success of an investment depends ultimately upon future 
development, and the future may never be analyzed with accuracy. But 
if you have precise information as to the company's present financial 
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position and its past earning records, you are better equipped to gauge 
its future possibilities."^ 
While appraising the business performance, the analyst must 
keep it in mind that he is assessing the past performance by using 
historical data and yet he has to give his estimates and suggestions 
about the future. Erich A. Helfert very rightly said, "The analyst must 
further realize that an assessment of performance deals with past data 
and conditions, from which it may be difficult to extrapolate future 
expectations. Yet, it is the future that can be affected by the decision-
the past is gone and can not be changed."^ However, performance 
appraisal can not give an absolute answer to every question of doubt, 
but it can point put the direction in which future enquiries should be 
made. In this context the next chapter deals with Charoan Pokphand 
Feedmill Co., Ltd. (CPF) : An Appraisal of organization and working. 
^ Benjamin, Graham & Charles McGlorick, "The Interpretation of Financial 
Statement", Haper& Row, New York, 1964, p. VII. 
^ Erich A. Helfert, Op. cit, p.34. 
CilPTER 
CiASOAI POIPMMD 
flI0ilLLCO.,LID.CCP 
m tf PttlSAL OF 
i 
C M i M PffiFHMD fEEDIM CI, LTD. (CPf 
MAfPWALtOlMilllfil 
The operations of a large business organization are complex. Its 
evolution involves a combination of individual effort and good fortune. 
The Charoan Pokphand Group (CP), based in Bangkok, Thailand, with 
its affiliated companies operating in 13 countries and commercial 
relations with numerous countries in six different continents, generated 
total revenue of approximately US$ 5 billion in 1992. This was 
achieved through the efforts of more than 50,000 employees working in 
more than 200 companies within the CP Group. 
The CP Group's origin can be distinctly traced to the foundation 
of the Chia Tai Shop almost 72 years ago by two brothers, who then 
supplied various feed inputs to farmers. The process of commercial 
diversification began in the early 1950s, while the transition from a 
family-run business to a modern, professionally operated corporation 
was accomplished during the 1960s. Since then, the process embodied 
in vertical integration, from supplying primary goods and raw materials 
to marketing finished goods directly to the end-users, has successfully 
continued without interruption.^ 
THE CHAROAN POKPHAND GROUP PERSPECTIVE: 
A well managed opportunity preceeds additional opportunity. For 
72 years this has been the foundation of the CP Group's consistent 
^ The book of Opportunities from the CP Group, Bangkok, Thailand 1993 
p.1. 
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successful corporate ventures. What began as a small supply store has 
grown significantly, in large part due to the group's ability of steadfastly 
providing fair value to its customers, suppliers, partners and 
employees. 
Products of consistently reliable quality and which are actively 
supported by after sales service attract long-term customers. A 
decentralized management structure with each operating unit treated 
as an independent profit center provides greater scope for an 
individual's strengths and initiatives to develop in harmony with the 
needs of the broader corporation. 
An understanding of the complete cycle of goods - from plant 
seeds to meal on the table, from raw materials to multiple products in 
the home - has served as a strategic base for the process of 
commercial integration and diversification that effectively turns 
customers into suppliers and suppliers into customers. 
Management practices that aspire to take the greatest possible 
advantage of technology, applied research, and economies of scale 
have enabled CP to promote revolutionary techniques in agricultural 
goods processing. These advances have helped to increase the overall 
productivity and yields, thereby reducing costs and prices of finished 
goods while maintaining profitability. Of equal importance, these efforts 
have brought valuable sources of nutritious protein within the reach of 
steadily larger segments of the population. 
CP, the institution and CP, the people have accrued vast 
experience through this process of developing human capital, creating 
financial resources, and accumulating great reserves of expertise. In 
combining these diverse assets, CP efficiently mobilizes its highly 
trained workforce while servicing diverse international markets, without 
prejudiced concern for nationality or borders. When a company in the 
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CP Group performs in accordance with the standards of a national 
stock exchange, it is provided with an opportunity of public share 
listing. CP is a free enterprise organization driven by an unshakeable 
belief that the world is full of opportunities through which people of 
integrity can enrich the lives of everyone.^ 
STRUCTURED FOR GROWTH: 
To accommodate its rapid and continuous growth, CP has 
structured its business into ten Business Groups: 
Agro-industry 
Aquaculture 
Seeds, Fertilizers and Plant Protection 
International Trading 
Marketing and Distribution 
Real Estate and Land Development 
Petrochemical 
Automotive and Industrial Products 
Telecommunications 
Petroleum and Power 
This structure permits the degree of specialization required by 
specific business groups, yet takes full advantage of the combined 
resources of the entire Group. 
^ Op. cit, p. 3. 
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Managing and maintaining growth represents one of the 
foremost challenges which a dynamic enterprise can face. Ensuring 
that the keys to growth - quality, service and competitive pricing - do 
not deteriorate, requires a flexible and adaptable structure that can 
marshal and direct the resources necessary to meet new 
commitments. This is especially the case when a company is operating 
on a multinational level. 
As decentralization of line activities facilitates successful growth, 
centralizing of certain staff activities increases efficiency and saves 
costs CP has established a dual-reporting system for various staff 
functions, including accounting, finance, personnel, and corporate 
communication. CP has been able to attract highly qualified and 
motivated people by offering them greater opportunities coupled with 
proper support and strong incentives. CP has done much the same in 
attracting qualified partners with whom it has successfully ventured into 
new areas.^ 
The Future: 
As before, diversification will continue to characterize CP's 
future growth. Just as existing lines of business, are expanding to 
reach their maximum potential, new ventures will emerge, for which CP 
will mobilize the resources - financial, managerial and technical to 
transform promising possibilities into beneficial realities. 
CP welcomes competition, both from new entrants and from 
existing business ventures. Free and fair competition prompts greater 
efficiency, which in turn, leads to better products and more responsive 
service. This ultimately leads to greater consumer satisfaction. 
' For details please see Appendix B. 
61 
Public participation in CP will broaden as more and more 
companies within the Group consistently achieve high performance 
standards and become listed on local and foreign stock exchanges. 
This shared stake adds another dimension to the loyalty already won in 
the market place. 
CP will continue to seek ways to create opportunities for 
individuals and to boost their productivity through the. innovative 
application of technical training and technology transfer. At the same 
time, CP will always fulfil its obligations to posterity by protecting the 
environment and conserving scarce resources. 
In combining the strengths and inherent respectability of CP's 
diverse business activities with the dynamism of its employees, the CP 
Group need not compromise its unwavering commitment to quality. It 
need not, has not and will not. 
As above, CP Group comprises of 10 business groups, out of 
which one is Charoan Pokphand Feedmill Public Company Limited 
(CPF). The introduction of CPF has already been stated in the 
chapter 1. Here, I would like to give some more details about it: 
HISTORY OF CHAROAN POKPHAND FEEDMILL CO., LTD. (CPF): 
Charoan Pokphand Foods Public company Limited ("CPF") was 
established in 1978 under the name "Charoan Pokphand Feedmill Co., 
Ltd." After receiving promotional privileges from the Board of 
investment in 1981, the Company began production and distribution of 
animal feed in southern Thailand. CPF was listed on the stock 
Exchange of Thailand in 1987. The business had expanded to animal 
farming, towards further integration. In 1988, CPF began aquaculture 
operations, especially integrated shrimp business, in Thailand. Through 
our vigorous research and development program, we became a 
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pioneer in disease prevention as well as in culture systems, which 
ensure environmental safety. In 1994 the company becomes a public 
limited company. In 1998, CPF undenwent major business 
restructuring, acquiring shares of the Charoan Pokphand Group Co., 
Ltd.'s livestock and meat processing companies in Thailand. The 
business restructuring process was completed in early 1999, making 
CPF the flagship agribusiness entity uiider the Charoan Pokphand 
Group in Thailand. In December 1999, the Company's name was 
changed to Charoan Pokphand Foods Public Company Limited to 
reflect the business structure and mission to become a world-class 
food producer. Charoan Pokphand Foods Public company Limited is 
presently the largest. 
1978: The Company was incorporated with an initial capital of Baht 5 
million. 
1981: With the promotional privileges provided by the Board of 
Investment, the company began production and distribution of animal 
feed in the nine southern provinces of Thailand. 
1987: During the year, the registered capital of the Company was 
increased five times for being listed on the Stock Exchange of Thailand 
(SET). In December, the Company's ordinary shares (30 million shares 
with a par value of Baht 10 each) were approved by the SET to be as 
the listed securities under the name of "CPF". 
1988: At its 12th general meeting of shareholders, a resolution was 
passed to increase the registered capital of the company by another 
300 million Baht, divided into 300 million shores with a par value of 10 
Baht each, or a total registered capital of 600 million Baht. It also 
issued debentures totaling 300 million Baht, divided into 300,000 
shores of 1,000 Baht each. Its objectives were to expand the following 
businesses: 
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1. Construction of a shrimp feed plant at Mahachai district, 
Samut Sakhon province, with a productive capacity of 200,000 tons per 
year. This is the largest and the most advanced plant in the world. 
2. Construction of a shrimp feed plant in the same compound as 
the animal feed plant at Hat Yai district, Songkhia province. 
3. Construction of a new animal feed plant at Tharn Kasem 
district, Saraburi province. 
4. Construction of shrimp farm at Bangkachai district, 
Chanthaburi province. 
1989: On 17'*" February, the general meeting of shareholders passed a 
resolution to increase the company's registered capital from 600 million 
Baht to 1,200 million Baht, by issuing 60 million ordinary shares at a 
par value of 10 Baht each, totaling 600 million Baht, for sale to the 
shareholders in the ratio of one old share to one new share, at the 
price of 25 Baht each. The selling price to the public was 25 Baht each. 
The objectives were to expand the following businesses: 
1) Construction of 2 cold storage plants, with a productive 
capacity of 7,000 tons each. 
2) Construction of shrimp culture farms covering total areas of 
5,000 rai. 
On 20 December, the company bought 51.05% of the Charoan 
Phokphand Northeastern Co., Ltd.'s shares. 
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1990: 
February 
Company held 52.40% of the shares in the Bangkok 
Agro-industrial Co., Ltd. 
Broiler farm, Saraburi province, construction started in 1989. A 
closed shed, with steam-power air-conditioning system, started 
yielding on a commercial scale. 
May 
Breeding chicken farm, Nakhon Ratchasima province, 
constructed in 1989. A closed shed, with steam-power 
air-conditioning system, started yielding on a commercial scale. 
Prawn culture farm, Surat Thani province. Culture operations at 
full capacity. Harvests expected at intervals from October 
onwards. 
June 
- Prawn culture operations farm, Nakhon Si Thammarat province. 
Culture operations at full capacity. 
- Duck feather sorting plant, Samut Prakan province. Production 
started. 
July 
- Cold storage business, Samut Sakhon province, of the Seafood 
Enterprise Co., Ltd., in which the company held 99.99% of the 
shares. Production started. Most of the raw materials excluding 
the cold storage plant are from the company's farms as well as 
from the other companies' farms. 
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September 
- Prawn culture farm, Pattani province, a joint research project witii 
the Price of Songl<hla University. Culture operations at full 
capacity and harvests expected from December onwards. 
1991: 
January 
- Breeding chicken farms, Prachin Buri province, 3 units. Year of 
construction, 1990. Yield capability in the current year January, 
June and December. Hatchery started operation in April. 
March 
- Layer farm, Songkhia province, started to give yields on a 
commercial scale. 
April 
- Broiler chicken farms, Songkhio province, three units added by 
the end of 1990. First unit gave yields in the current month while 
the other two units gave yields at the end of 1991. 
September 
- Breeding swine farm, construction started in Phatthalung 
province. 
- Fish culture farm, Suphan Buri province. Culture operations at full 
capacity. 
October 
- Purchase of land to expand the prawn feedmill, Songkhia 
province. 
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November 
- Prawn culture farm, Pak Phanang sub-district, Nakhon Si 
Thammarat province. Permission received from the Board of 
Investment to start operations. 
December 
- Hold shares in the Telecom Asia Co., Ltd.^ 
1994: The Company registered as a public limited company and 
changed its name to "Charoan Pokphand Feedmill Public Company 
Limited" in January. 
1995: The Company issued Unsecured Floating Rate Notes (FRN) 
totaling US$ 100 million, The FRNs were listed on the Stock Exchange 
of Hong Kong using the name of "CHAROAN N2000". 
1998: During the first Extraordinary Shareholders' Meeting of 1998, 
shareholders passed a resolution to restructure the Company's 
businesses. The Company will consolidate, under its common control, 
some part of agro-industry of CP Group in Thailand, especially the 
livestock integration and further processing businesses. Presently, 
these businesses are operated by both listed and non-listed 
companies. In this regard, the Company increased the share capital of 
approximately 153.5 million shares to support the transaction. 
In November, through the tender offer the Company completed 
its acquisition of three listed public companies: (I) Charoan Pokphand 
Northeastern Public Company Limited, (2) Bangkok Agro-Industrial 
Products Public Company Limited, and (3) Bangkok Produce 
"History of Charoan Pokphand Feedmills Co.,Ltd.", Annual Report of CPF 
Vol. 1991, p. 12. 
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Merchandising Public Company Limited witin the holdings of 98.88%, 
99.48%, and 98.05%, respectively. In this connection, the Company 
issued approximately 38.5 million new shares in exchange for the 
acquired shares of CPNE, BAP and BKP. Therefore, the total issued 
and paid-up share capital of the Company was changed to Baht 1,585 
million. 
1999: On January 8th, the Company completed the acquisition of 
99.99% holding in six non-listed companies (1) Bangkok Feedmill Co, 
Ltd., (2) Charoan Pokphand Industry Co., Ltd., (3) Bangkok Livestock 
Processing Co., Ltd., (4) Bangkok Farm Co., Ltd., (5) C.P, Agro 
Industry Co., Ltd. and (6) B.P. Feedmill Co., Ltd. from Charoan 
Pokphand Group Co., Ltd, ("CPG"). Upon completion of the acquisition 
of the six non-listed companies, the Company issued and offered to 
CPG, 50 million warrants to subscribe its ordinary shares, and received 
the payment for the warrants. ^ 
THE PRINCIPAL BUSINESSES: 
The principal businesses of the Charoan Pokphand Feedmill 
Co., Ltd. consist of the following; 
1. Ready-made animal feed production and distribution 
business. 
The company pioneered in introducing various local agricultural 
produce such as maize, soybean, rich bran etc. as raw materials for 
animal feed production. Through the use of modern machinery, 
technology and technique; and the computerized controlling a system 
of feed formulas at every stage of production, the result was that feeds 
had freshness and met the feeding habits of particular kinds of animals. 
'Annual Report of Charoan Pokphand Feedmill Co., Ltd., 1998, pp. 7-
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FIGURE.3 
THE STAGS IN FEEDMILL PRODUCTION OF CPF 
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Source: "Chart showing stags in Feedmill Production" Annual Report 
of Charoan Pokphand Feedmill Co., Ltd., Vol.91, p.25. 
69 
as well as attained specified standards and quality that instill the 
confidence of customers. 
The Government has realized the importance of the animal feed 
production industry and hence, has granted promotional certificates to 
various companies in the industry. 
At present, CPF still enjoys privileges such as exemption from 
import duty on imported machinery and exemption from juristic 
personal income-tax on the net profits earned, etc. The company's 
major animal feed products include chicken feed, swine feed and duck 
feeds. It also produces feeds for other types of animals such as horses, 
cow; and for pets such as birds, dogs, cats, etc. 
2. Animal husbandry business. 
This business line includes the rearing of chickens, broilers and 
laying hens. It pioneered in introducing breeding chicken stock and 
swine stock from abroad for research and development that is geared 
towards the adaptation of rearing methods to suit local conditions, 
which finally produce breeding stock that can be easily reared, that 
grows fast and has low feed conversion ratio. At the same time, it has 
sold the breeding stock to animal breeders and provided advice, 
concerning appropriate rearing methods. The company's animal farms 
comprise of: 
(1) Breeding chicken stock farm and hatchery. The farm 
consists of breeding parent chicken stocks and broiler sheds, equipped 
with the most advanced evaporative cooling system in Asia, enabling 
the chickens to grow fast and stay healthy. Moreover, there is a 
modern hatchery in which temperature is controlled by computers, 
thereby producing strong and disease-free chicks. 
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FIGURE.4 
THE STAGS IN ANIMAL HUSBANDRY OF CPF 
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Source: "Chart showing stags in Animal Husbandry" Annual Report of 
Charoan Pokphand Feedmill Co., Ltd., Vol.91, p.27. 
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(2) Broiler farm. Using the evaporative cooling system makes it 
possible to accommodate a large number of broilers averaging 16 
chickens per square metre. The chickens grow rapidly, attaining a feed 
conversion ratio of only 1.8:1 within a short period of only 42 days, 
compared to 50 days in the past, and have a uniform weight. This 
process enables consumers to buy chicken meat at cheaper prices. 
(3) Laying hen farm. By applying modern feeding technology 
and emphasizing cleanliness of sheds, each hen produces a yield of 
270 eggs per year. The company has set up a duck feather and 
chicken feather plant to handle the feather derived from duck and 
chicken processing plants. This represents an economic use of 
discarded by products. 
(4) Swine farming business. The breeding swines introduced 
on such farms are from quality stock and yield a satisfactory and lean 
meat. They grow fast and have a low feed conversion ratio of only 
2.7:1. With a well managed rearing method, swine production cost is 
kept low. This will serve as good model for swine breeders throughout 
the country. 
3. Integrated prawn business. 
Realizing Thailand's potentials as a production source of 
seafood, since the country has favourable geographical location and 
climatic condition but lacks adequate know-how and technology to 
expand this type of business, the company has ventured in the 
integrated Black Tiger prawn business, starting from production of 
prawn feeds, prawn culture, cold storage and finally prawn processing 
business. Its aim was to attain the highest level of efficiency at the 
lowest cost, i.e., to produce products of high quality at low prices. It has 
developed its research section to obtain good breeding prawn stock, 
which con be easily cultured and has a high growing rate. It has also 
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developed prawn feeds of superior quality and improved its 
management and marketing techniques with an aim to have higher 
competitiveness in foreign markets. 
(1) Prawn feed production and distribution business. With 
rapid growth in the Black Tiger prawn culture business since 1987, the 
company has set up a shrimp feed production plant equipped with 
modern machinery controlled by computers, selling high-grade raw 
materials, making it possible for customers to obtain superior quality 
prawn feeds with a low feed conversion ratio of only 1.1:1, i.e. with an 
injection of 1.1 kg. of shrimp feeds into the farm, I kg. of meat will be 
obtained, while shrimp feeds from other sources will have a feed 
conversion ratio of only 1.6-1.8:1. 
(2) Shrimp forming business. The company aims to set up a 
prawn culture research centre to obtain healthy breeding prawn stock, 
to develop farm management method with an emphasis on 
environment, by setting up experimental farms 'in different areas and to 
achieve a farm management method that 'is adaptable to local 
conditions, with stress on transfer of technology to the farmer groups, 
concurrently with introduction of modern technique to increase the 
efficiency of production and protect the environment. 
(3) Cold storage and processing business. This is the last 
stage of integrated business to accommodate the locally produced 
aquatic animals, as well as to give them higher added value, which can 
be exported to earn foreign exchange for the country. The cold storage 
units are equipped with modern machinery, from the starting stage to 
the processing stage. The ice-making plant can produce both lump and 
ground ice. It has automatic machinery that can measure and add 
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FIGURE.5 
THE INTEGRATED SHRIMP BUSINESS OF CPF 
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Source: "chart showing integrated shrimp busines" Annual Report of 
Charoan Pokphand Feedmill Co., Ltd., Vol.91, p.30. 
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chlorine in an appropriate quantity. The last processing stage is also 
highly modernized, involving the steam and boiled water passage 
system. In addition, it is staffed with an efficient team of personnel and 
a shrimp research and development centre that promotes technical 
progress. The principal products 'include headless frozen shrimp, 
skewered shrimp barbecue, fried breaded shrimp, and skewered 
shrimp in barbecue sauce.^ 
4. Investment in Other Companies. 
(1) Enterprises related to the Company's business such as 
cold-storage and shrimp processing business, agro-industrial business 
in other regions of the country, etc. 
(2) Enterprises presaging bright business prospects, such as 
telecommunication business, petrochemical business, consumer goods 
wholesale and retail business, etc.^ 
PRODUCTS OF THE COMPANY: 
References in this article to "the Company" include (unless the 
context otherwise specifies) all businesses, operations and/or 
subsidiaries belonging to Choroen Pokphand Feedmill Public Company 
Limited ("CPF") historically, as well as all such items to be acquired by 
CPF as a result of the completion of the restructuring of business. 
Aqua Business: 
The Company's aqua business operations consist principally of 
the integrated black tiger shrimp business line. This line of business 
"The Principle Business", Annual Report of Charoan Pokphand Feedmill 
Co.,Ltd., Vol. 1995, pp.22-28. 
' Type of Busine 
Vol. 1995, p.9. 
^ " y  of Business", Annual Report of Charoan Pokphand Feedmill Co.,Ltd., 
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includes production and distribution of black tiger shrimp feed, black 
tiger shrimp farming, and shrimp processing. 
In addition, the Company is in the research and development 
stage of several other aquatic related businesses (including red telapia 
fish farming). 
(1) Shrimp Feed 
The Company's shrimp feed is prepared by mixing quality raw 
materials according to the advanced technology. The finished products 
exceed the industry standards, and are suitable for the country's 
shrimp farming environment, specifically, its shrimp feed provides a 
good Feed Conversion Ratio (FCR). 
The primary raw materials used in the production of shrimp feed 
are fishmeal and wheat flour. The Company acquires fishmeal from 
Bangkok Produce Merchandising Public Company Limited which is a 
raw materials procurement agency of the Company. Wheat flour is 
produced by its own factories. 
The Company's shrimp feed is distributed to local shrimp 
farmers through its network of agents and dealers. 
(2) Black Tiger Shrimp 
The Company's shrimp farming operations are primarily for 
experimental purposes, particularly with respect to disease control and 
creation of environment-friendly farming techniques. This, in turn, will 
also promote growth in Thai shrimp industry. The Company's latest 
development of shrimp farming techniques are disseminated to shrimp 
farmers through its Shrimp Culture Research Centers, scattered and 
located in shrimp culture areas, and also through its shrimp feed 
agents and dealers. 
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FIGURE.6 
BUSINESS OPERATION STRUCTURE OF CPF 
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FIGURE No. 8 Business Location of CPF and Subsidiaries 
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In addition, an organization of seminars is held by the Shrimp Farmers 
Association, which is another way to give advise to shrimp farmers. 
(3) Frozen Shrimp Products 
There are two general categories of frozen shrimp product: (1) 
frozen raw shrimp products and (2) frozen further processed shrimp 
products. The Company processes and exports black tiger shrimps as 
per the customers' orders. The processed shrimp products include: 
headless shrimp, peeled shrimp, boiled shrimp, cocktail shrimp, fhed & 
breaded shrimp, etc. 
The principal raw material for the Company's shrimp processing 
operations is the farmed shrimp, which is generally obtained from the 
Company's own shrimp farms, third-party farms, shrimp brokers and 
shrimp open auction market. 
Livestock Business: 
The livestock business of the Company encompasses an 
integrated business line. This includes production and distribution of 
animal feed, livestock farming (chicken, swine and duck), and chicken 
processing. 
(1) Animal Feed 
The Company is the leader and pioneer in the production and 
distribution of animal feed in Thailand. The products are produced in 
various forms, including concentrated and instant feed in crumbled, 
mashed or pellet form. These are used primarily for feeding chicken, 
swine and duck. 
The principal raw materials used in producing animal feed are 
maize, soybean meal, fishmeal and broken rice, which are mainly 
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obtained from Bangkok Produce Merchandising Public Company 
Limited and partially from local farmers. The feed is prepared by mixing 
the raw materials according to a computerized mixing system so as to 
achieve the proper balance of nutrition and to meet the approved 
standards. 
The Company's animal feed products are distributed and sold to 
livestock farmers through its network of agents and dealers, while 
some are used by its own livestock farming operations. 
(2) Livestock Farming 
The Company's livestock farming operations include, broiler, 
layer, swine and duck farms. The Company is the leader in animal 
breed improvement and development. It is also the frontrunner in the 
development of modern and innovative farming technology suitable to 
the local environment. This combination has resulted in the breeding of 
high-quality animals, while sustaining high productivity. 
Most of the Company's products from this business are 
distributed to the Company's farms and meat processing plants, while a 
portion of the products are sold to local livestock farmers and 
consumers. 
Chicken Farming 
The Company's chicken operations are vertically 
integrated. The Company's farms include grand parent chicken, parent 
chicken, broiler and layer farms, which are located throughout the 
country. These farms utilize modern farming methods and advanced 
disease control and prevention systems. These results in an 
accelerated growth of animals and an improvement of Feed 
Conversion Ratio (FCR), along with achieving high productivity and 
cost efficiency. 
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Most of its chicken houses are now equipped with the 
Evaporative Cooling (EVAP) system. The EVAP system maintains the 
humidity and temperature in chicl<en houses at a target level, resulting 
in reducing chicken mortality, increasing chicken reproductive rates 
and hastening chickens growth rate at farms. 
Swine Farming 
The Company is considered to be the largest swine 
farming operator in Thailand. The operation includes the whole 
process, from grandparent stock to fattening swine. The Company 
implements its research and development through the Swine Sperm 
Center in finding effective breeding techniques to produce high-quality 
swine stock, in accordance with the market needs. 
Ducl< Farming 
The Company raises ducks from parent stock, some of 
which are imported from England. The offsprings of the parent stock 
are either raised by the Company or sold to independent duck farms. 
(3) Cliicl<en Processing 
The Company's broilers are delivered to slaughter houses and 
meat processing plants. At the slaughter house, broilers are 
slaughtered, prepared, and sold in the form as the market need them 
or sent to the further-processing plant. 
The main raw material used in processing chicken is live 
chicken. Most of them are obtained from its own farms, while a certain 
portion come from local farmers under its own chicken farming 
promoting projects. 
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The next horizontal production step is producing further processed 
food. The Company's further-processing plants produce a wide variety 
of semi and fully-cooked or processed chicken products. These 
products are processed through specialized techniques, such as, 
portion-controlling, marinating, seasoning, boiling, steaming, frying, 
baking or grilling.^ 
Production: 
1. Raw Material 
Most of the Company's raw materials which are used in 
producing animal feed, have a source of origin both internationally and 
domestically, with a proportion of 60;40. 
2. Production Technology 
The Company places important on technology development in 
order to obtain good quality products and to promote the existence of 
agriculture in Thailand. Besides the researches and developments 
which are perpetually conducted, the Company and its subsidiaries 
also coordinated with public and private sectors in aquaculture 
industry, as well as with Shrimp Farmer Association in the 
establishment of "Shrimp Culture Research And Development Co., 
Ltd." This company's main objective is to carry on research and 
develop technology in shrimp culture which emphasizes mostly on 
bloodstock genetic development in order to obtain quality bloodstock 
and to prevent the bloodstock and post larvae scarcity which may 
occur in the future. 
"Products of the Company, Annual Report of Charoan Pokphand Feedmil 
Co..Ltd., Vol. 1998, pp.15-17. 
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FIGURE.10 
INTEGRATED BUSINESS OF CPF 
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Source: "Integrated Business", Annual Report of 
CPF., Vol. 1991, p.14, p. 17. 
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3. Effect on the Environment 
The Company strictly plays an important role in environment 
preservation, with a serious control. In our animal feed plants, air filters 
and smell eradicators have been installed to prevent the disturbance 
from dust and odour caused in the production process. In animal farms, 
there are water treatment ponds to clean the water from before letting it 
out to the public water sources.^ 
MARKETING: 
1. Marketing strategy: 
The first priority of the Company is to continually produce 
high-quality products. No less important is providing excellent service 
to its customers. The Company commits itself to providing technical 
knowledge to animal feed dealers and animal farmers, by holding 
regular technical seminars and establishing technical service centers, 
with full-time technical staff ready to give advice. The Company also 
provides updated news and information on farming via various kind of 
printed media. 
The Company's export marketing strategy is to satisfy 
customers' needs by producing quality and hygienic products, together 
with the ability of producing a variety of products as the customers' 
need. Realizing the importance of exporting quality products, the 
Company continues to improve its production process. This is evident 
by the achievement of the ISO 9002 quality standard by the Company's 
food processing plants. The Company has also achieved the Hazard 
Analysis Critical Control Point (HACCP) system, which encompasses 
all types of potential food safety hazards from 
^ "Producf/on"., Annual Report of CPF., Vol. 1997, p.13 
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FIGURE.11 
Environment Friendly Shrimp Culture System 
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physically harmful chemical and micro biological bacteria, whether they 
are naturally occurring in the food, or generated by a flow in the 
production process. All this points toward to the Company's expanding 
export potential.^ 
2. Distribution Channels 
The Company's channels of distribution are as follow: 
2.1 Direct sale 
2.2 Sale through authorized distributors 
2.3 Sale to subsidiaries and to affiliated and other related 
companies^ 
3. Undelivered Jobs 
None-^ 
ORGANIZATION: 
Before quoting a definition on organization straight away, it is 
advisable to explain its fundamental elements. The elements are: 
coordination, common goals, division of labour, and integration. 
Coordination: First of all, it is important to recognize that the very 
idea of organizing stems from the fact that an individual alone is unable 
to fulfill all his needs and wishes. Individuals, particularly in a modern 
society, find that they are lacking either in ability, strength, time or 
endurance to fulfill their basic needs of food, shelter, and safety. As 
^ "Marketing Strateg/ Annual Report of CPF., Vol. 1998, p. 17. 
^ "Mar/cef/ngf", Annual Report of CPF., Vol. 1997, p.14. 
^ Ibid., p. 14. 
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several people coordinate their efforts, however, they find that together 
they can do more than any of them could have done singly. The largest 
organization, society, makes it possible, through the coordination of the 
activities of many individuals, for all of its members to fulfill their needs. 
One basic idea underlying the concept of organization therefore is the 
idea of coordination of effort, and help.^ 
Common Goals: To make coordination helpful, there must exist 
some goals to be achieved and some agreement concerning these 
goals. The goals keep organizational members together and make 
them work as a team. A second important element underlying the 
concept of organization is the idea of achieving a common goal through 
coordination of activities.^ 
A Division of Labour: Division of labour refers to dividing work 
into operations that are narrow in scope in order to increase the 
efficiency with which each operation can be performed. Having divided 
the work into different operations, each operation is assigned to one 
individual or group of individuals who are more fit in terms of education, 
skills and experience to do the job. This is the third idea underlying 
formation of organization.^ 
A close look at any industrial enterprise will reveal that it 
comprises of several departments - marketing, production, finance and 
accounting, personnel, research and development, maintenance, 
Schein, Edgar II., "Organisational Psychology", Prentice Hall of India, New 
Delhi, 1983, p.12. 
Aswathappa, K., "Orgainsational Behavior, Himalaya Publishing House, 
Bombay, 1994, p.334. 
^ Ibid., pp.334-335. 
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management information system and the like - the principle of division 
of labour thus being practiced. 
The division of labour enables the enterprise to function more 
efficiently. However, departmentalization (another name for division of 
labour) results in organizational sub-systems that tend to develop 
unique behavioural attributes. Differences thus emerge betv/een 
organizational units about their (1) reliance on formality, (2) concern for 
work versus people, (3) short-term versus long-term perspectives and 
(4) members' orientation towards goals.^ These attributes give room for 
organizational conflict, 
Integration: The fourth and final concept needed to understand 
organization is closely related to the idea of division of labour. If 
different people are discharging different functions, some integrative 
function is needed to ensure that all are working towards the commonly 
agreed goals. Integration is mainly achieved through hierarchy of 
authority. There must be some system for super-ordinate subgroups or 
individuals to ensure that there is coordination among all, through 
guiding, limiting, controlling, informing and in other ways, managing the 
activities of people.^ 
An individual is unable to fulfill his needs and desires alone 
because he has limited strength, ability, time and potentials. So he 
seeks the cooperation of other persons who have certain common 
interests. This gives birth to an organization.^ 
^ White, Donald D. & Bednar, David A., "Organisational Behavior", Allyn and 
Bacon, Boston, 1986, p.73. 
^ Schen, Edgar II, Op. cit., p. 15. 
Singh, B.P. & Chabbra, T.N., "Fundamental of Business Organization", 
1981, p.112. 
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Coming to the definition of organization - combine the above 
four elements, and we have a definition. However, to quote a formal 
definition - an organization is defined as "the planned coordination of 
the activities of a number of people for the achievement of some 
common, explicit purpose or goal, through division of labour and 
function, and through a hierarchy of authority and responsibility."^ 
Organization has been variously defined by various writers, 
since, being an indefinite noun, it lends itself to indefinite speech and is 
convenient for indefinite thinking. "Organization", says Sir Ian Hamilton, 
"is the art or science of building up a systematical whole by a number 
of parts, just as the human frame is built up of heart, liver, brain, legs, 
etc." "Organization," in the words of J.W. Schuize, "is a combination of 
necessary beings, materials, tools, equipment, working space and 
appurtenances, brought together in a systematic and effective 
correlation, to accomplish some desired object." According to Sheldon, 
"Organization is the process of assigning duties to individuals or 
groups, selected for the purpose, so as to achieve specified ends 
effectively and economically through the co-ordination and combination 
of all their activities." Haney defines organization as "a harmonious 
adjustment of specialized parts for the accomplishment of some 
common purpose or purposes." The term implies that something is 
brought into being in the sense that certain elements are put together 
in a particular pattern of relationship. The kinds of elements selected 
and the way in which they are put together define the organization. 
Thus, organization relates to the arrangement of separately functioning 
but mutually dependent parts. ^ 
^ Singh, B.P. & Chabbra, T.N., Op.cit., p.15. 
^ RAO,, V.K.R.V., "Business Organization", 1972, pp. 7-8. 
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The term "organization" is a word that can be used in a number 
of ways. We can speak of organization as the activity that is an 
important function of management. We may speak of organization as: 
people who are united by a common purpose. In the words of Mooney 
and Reiley\ "organization is the form of every human association for 
the attainment of a common purpose". In other words, organization is 
simply people working together for a common goal. 
Yodder has mentioned that from ancient to modern times, rulers, 
owners and managers have always organized their resources. In the 
process, they have created organizational structures, some small and 
simple, other large and complex. In industrial societies, work takes 
1 Mooney, J.D. & A.C. Reiley, "The Principles of Organization" , Harper & 
Brose, New York, 1939, p. 1-4. 
Organization as a group: In the words of Barnard, organization is a sytem 
of consciously coordinated acticities or forces of two or more persins. 
Etzioni, in a similar vein, expressed thus: "Organizations are social units 
(or human groupings) deliberately constructed and reconstructed to seek 
specific goals". Arefined version is provided by W.J. Duncan: "an 
organization is a collection of interacting and interdependent individuals 
who work toward commen goals whose relationshops are determined 
according to a certain structure". These definitions clearly bring out four 
essential features commen to all organizations: (1) An organization always 
refers to people. An organization is developed for people. (2) These 
persons interact with one another in some way. (3) These interactions are 
specified by some sort of structure. (4) Interactions are ordered to achieve 
joint objectives. 
See, C.I. Barnard, The Functions of the Exective, Cambridge Mass, 
Harvard University Press, 1938, p.73. 
Etzioni. Op. cit., p.3. 
W.J. Duncan: Organization Behaviour (Boston: Hougton Mifflin Co 
1978) p.4. 
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place largely in a complex working organization, which combine the 
contribution of dozens, hundreds or thousands of workers.^ 
Organization is the process of identifying and grouping the work 
to performed, defining and delegating responsibility and authority and 
establishing relationships for the purpose of enabling people to work 
most efficiently together in accomplishing objectives.^ Organization in 
general means, a form of human association for the achievement of 
common goals. Organization structure has been playing a very 
important role in every walk of life. Good management, therefore, 
always concentrates on organization and directing the cooperative 
efforts of human beings so as to achieve the best possible results. 
Organization is a basic function of management. By performing 
this function, the management brings together the human and 
non-human resources to form a manageable unit. Such a unit, taken as 
a whole, is identified as an organization. Organization helps in 
planning, staffing, directing and controlling. Organization may be 
described as the backbone of management. Without efficient 
organization, no management can perform its functions smoothly."^ 
Organization as a function of management involves, 
identification and grouping of the activities to be performed, dividing 
them among the individuals and creating authority - responsibility 
relationships among them. 
Organization has been defined in many ways. Some authors 
have defined organization in a general sense and others have 
Yodder, Dale, "Theories of Organization: Personnel Management and 
Industnal Relations", Prentice Hall of India, New Delhi, 1972, p. 94. 
2 Allen, Louis A., "Management and Organization", McGraw Hill, New York 
1958, p. 57. 
^ Singh, B.P., Op. Cit., p.112. 
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described it in a wider sense. According to Henri Fayal, "To organize a 
business is to provide it with every thing useful to its functioning, i.e., 
raw materials, tools, capital and personnel." According to Barnard, "An 
organization comes into existence when there are a number of persons 
in communication and in relation to each other who are willing to 
contribute towards a common endeavor."^ 
We can also think of organization as a process, as defined 
before, and one its result will be the organization structure which 
provides members a place to work for organizational goals. Litterer 
pointed out rightly that organizations are intervention elements 
between wants and their satisfactions and must be established before 
the wants are satisfied. 
A business enterprise consists of manpower, management, 
machines, materials and money necessary for their effective operation. 
Fundamentally, an enterprise, whatever is its sphere of activity, sells 
the time of its men, machines, plant and money. The extent to which it 
makes efficient use of the time of these assets will largely determine 
the extent of profit which is the primary goal of those who have 
invested their effort and capital in the enterpnse. Organization 'brings 
these assets into the position of greatest effectiveness and productivity. 
It is in fact the harmonious inter-relation of functions and staff for the 
attainment of a common purpose. We may conclude that, a business 
organization is concerned with the study of the methods and 
procedures of bringing a business unit into existence, furnishing it with 
land, labour and capital, supported by managenal ability, producing 
quality goods at the lowest possible cost, and enabling the consumers 
Singh. B.P. & Chhabra, T.N.,Op. cit., 1981, pp.111-12. 
Litterer. J,A., "The Analysis of Organizations", Joh[}\N\\ey New York 1973 
p.9 
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to have them at the lowest possible price and yet earning adequate 
profits.^ 
ORGANIZATIONAL STRUCTURE: 
The word 'organization' is also used in the sense of a structure 
of relationship. These relationships are among various positions and 
jobs in the organization. The concept of organization structure is 
somewhat abstract and illusive. In a simple sense, organization 
structure means the predetermined pattern of relationship among 
various components or parts of the organization. Structure, in a modern 
organization, is designed even before people are appointed to fill 
various positions in it. 
Organization structure is a pictorial representation of the 
physical constitution of the business. This consists of the structure of 
relationships, responsibilities and authorities through which a business 
can achieve its objectives for which it is necessary to assign duties and 
responsibilities to every individual or group of men comprising the 
organization to control and coordinate the various activities. A pattern 
of relationship amongst these groups and individuals in the group has 
to be established for integrating and coordinating their activities in 
perfect harmony. Organization can be defined as a process of 
establishing the pattern of relationship by assigning duties and 
responsibilities to each department, section, group and individual of an 
enterprise, clearly demarcating the authority, responsibility and duties 
of each, and providing the channel of communication and coordination 
to achieve the organizational goals. 
^ RAO., V.K.R.V., Op. at., p. 8. 
95 
Strauss and Sayles have defined organizational structure as 
more than a series of inter-connected boxes and lines on a chart. The 
organization structure also comprises the formal communication 
network of the business through which decisions and instructions flow 
downwards and reports flow upwards as feedback for managerial 
control. There are so many types of organizational structure, viz. 
functional, line, line and staff and matrix structure. 
We talk of the organization structure of a certain business as 
though it was something which exists on its own right, but in fact, what 
we really mean is no more than a certain pattern of responsibilities, in 
other words, a framework within which, and by means of which, the 
process of management can be carried out. Organization structure is 
therefore, for the purpose of helping along a certain process and thus 
is, in its essence, a secondary thing. It is the framework for carrying out 
the responsibilities of management, coordination of activities or 
operations, and for the motivation of members.^ 
Organization structure has been playing a very important role in 
every walk of life. Good management, therefore, always concentrates 
on organization and on directing the integrated efforts of human beings 
so as to achieve the best possible results. Organization, in simple 
sense, means a form of human association for the achievement of 
common goals. Organization is the mechanism through which 
management functions and controls the enterpnse. It is the backbone 
of the management and without its proper care at higher, middle and 
lower levels of administration; it would be very difficult for management 
to carry out its functions efficiently. It is the foundation of management. 
Development of human resources, determination and grouping of 
Strauss & Sayles, "Personnel: The Human Problems of Management", 
Prentice Hall New Delhi, 1968, p.365. 
2 Brech, "Organization", Hazell Watson and Viney Ltd., 1957, p.lO. 
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activities, allocation of responsibilities and delegation of authority and 
division of labour are possible through organization, which is very 
important for the smooth running of the enterprise as v\/ell as society. 
Organization lays the basis for other managerial functions such as 
planning, coordinating, direction and control. 
Organization structure gives concrete shape to the organization. 
The structure specifies division of work and shows, how different 
functions or activities are linked. It also indicates the organization's 
hierarchy and authority structure. It provides the stability and continuity 
that strengthens the organization to survive the coming and going of 
individuals and to coordinate its dealings with the environment.^ 
An organization structure can be viewed as accomplishing four 
distinct functions : (a) dividing work into manageable segments, (b) 
recombining work in a logical and efficient manner (work teams, 
departments etc.), (c) distributing power (authority) to direct or 
coordinate work, and (d) establishing channels of communication and 
the directive or nondirective nature of information flow.^ 
Issues in Organization Structure 
1. The concept of organization structure is somewhat abstract 
and illusive. In mechanical or biological systems, the basic components 
of structure can be easily identified. However, in the case of social 
organizations, organizational designs defy easy identification; they 
cannot be completely visualized. The structure of social organization is 
inferred from operations. 
Stoner, James A., "Management", Prentice Hall of India, New Delhi, 1984, 
p.262. 
" Galbraith, J.K. & Nathanson, D.A., "Strategy Implementation: The Role of 
Structure and Process", West Publishing Co., St. Paul, 1978, p.5. 
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2. Structure is designed by the management to achieve specific 
goals. It is the product of deliberate decisions. Generally, organizations 
consciously shape their identities so that insiders and outsiders may 
recognize them easily. 
3. Organization structure is a means to a given end-a tool by 
which selected goals are attained. "It is a method of reducing the 
variability in behaviour of those who work for the organization. It is a 
method of regulating behaviour in order to achieve a common purpose 
in a coordinated manner."^ 
4. Managers must be careful in solving design problems, 
because structures tend to be relatively permanent, with continuous or 
gradual change, with major changes occurring at strategic times. 
Structure once established, becomes a framework that can either 
constrain or facilitate the manager's actions. So, design decisions 
demand prior analysis, and rigorous examination of all relevant factors 
and determination of goals and plans. 
5. Organization structure should help achieve three objectives: 
facilitate the flow of information and decision-making to reduce 
uncertainty; define the positions and units within the organization and 
help achieve the desired level of coordination. 
6. Organizations have both formal and informal structure. The 
formal structure is the result of conscious planning process and is 
typically expressed in charts, manuals and position descriptions. The 
^ Scott, W.G., Mitchell, T.R. & Bimbaum, P.H., "Organization Tlieory", 
Richard D. Irwin, Illinois, 1981, p. 159. 
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informal structure arises spontaneously out of the activities and 
interactions of participants/' 
ORGANIZATION STRUCTURE OF CHAROAN POKPHAND 
FEEDMILL CO., LTD.: 
Authorized Directors 
The Board of Directors appointed directors (who are Company's 
executives) as authorized persons. The Company's contract or 
documentation shall be legally binding with two directors' signatures 
together with the corporate stamp. 
Roles and Responsibilities of the Company's Board of Directors 
The Board of Directors has the power and duty to manage the 
Company's business as indicated in the memorandum of association in 
compliance with the objective in the articles of association of the 
Company, the resolutions of the shareholders' meetings, and related 
regulations. The Board of Directors, under their authority, may assign 
one or several directors or any other person to perform any acts on its 
behalf with clear indicative of roles and responsibilities of the assignee. 
Executive Board 
The Board of Directors designated the Executive Board to assist 
in efficient management and governance the Company, following the 
policy guideline. The Executive Board has authority in routine 
management or specifically assigned duties from the Board of 
Directors under the Company's regulations. 
RAO, V.S.P. & Narayana, P S , "Organization Ttieory and Betiaviour", 
Konark Publishers PVT LTD , New Delhi, 1995, pp.128-129. 
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Audit Committee 
The Company's Board of Directors initially appointed an Audit 
Committee on December 24, 1999. The Audit Committee comprises 
four Independent Directors, with the Manager of the Internal Audit 
Department carrying out duties as Secretary of the Committee. 
The Audit Committee will assist the Board to ensure accuracy of 
the financial reports, to review effectiveness of the internal control and 
auditing, to ascertain that the Company complies to related rules and 
regulations, to designate the external auditors, as well as to consider 
the disclosure of Company's information involving connected 
transactions and/or possible conflicts of interest, as well as other duties 
as assigned by the Board of Directors. 
Appointment and Removal of Directors 
1. The Company shall have a Board of Directors comprising at 
least five directors to conduct the business of the Company, not less 
than half of whom shall reside within the Kingdom. The Company's 
directors must possess qualifications in accordance with the 
regulations on public company and of the Stock Exchange 
Commission. 
2. The directors shall be elected at the shareholders' meeting in 
accordance with the following rules and procedures: 
2.1 Each shareholder shall have a number of votes equal to the 
number of shares held. 
2.2 Each shareholder may exercise all the votes he or she has 
under (2.1) to elect one or several persons as director or directors. The 
shareholder cannot allot his or her votes to any person in any number. 
2.3 After the vote, the candidates shall be ranked in order 
descending from the highest number of votes received to the lowest, 
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and shall be appointed as directors in that order until all of the director 
positions are filled. Where the votes cast for candidates in descending 
order are tied, which would otherwise cause the number of directors to 
be exceeded, the remaining appointments shall be made by the 
Chairman's decision. 
3. In the case of a vacancy in the Board of Directors for reasons 
other than the expiration of the director's term of office, the Board shall 
at the next meeting select a person who has the qualifications and who 
possess no prohibited characteristics by law as the substitute, unless 
the remaining term of office of the said director is less than two months. 
The selected person as indicated in paragraph 1 shall prossess 
as member of the Board through the remaining term of the replaced 
directors. The Board's resolution shall be by a vote of not less than 
three quarters of the number of directors remaining. 
4. The shareholders' meeting may pass a resolution removing 
any director from office pnor to retirement as a result of the expiration 
of the director's term of office, by a vote of not less than three quarters 
of the number of shareholders attending the meeting who have the 
right to vote and who have shares totaling not less than half of the 
number of shares held by the shareholders attending the meeting and 
having the right to vote.^ 
The formal structure of CPF is headed by the Broad of Directors 
No major decision can be taken without the prior approval of the Broad. 
Executive Committee and Audit Committee are the second highest 
level of authority. He performs all the functions which institution 
performs. Down the vertical hierarchical chain is the President who is 
the most important person, in the sense that he directs senior 
executive vice presidents, vice president and assistant vice president 
"Management: Corporate Structure'kmua\ Report of CPF 2000 pp 8-
10. 
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of different business fields and functional departments for efficient 
utilization of resources and coordinates their efforts towards the 
accomplishment of overall organizational objectives in the best 
possible manner. Any problem faced by these administrative officers is 
referred to the President to seek his direction and advice. They are 
accountable to him for their work. Senior Executive Vice Presidents of 
Livestock, Aqua Business and Supporting Units are the immediate 
subordinates of the President. The authority responsibility relationship 
can be more easily understood with the help of Figure. 14 as shown 
below. The hierarchy of the administrative block of officers has also 
been drawn separately. Assistant Vice Presidents, Directors and 
General Managers are appointed in different regions of Thailand for 
farming production distribution, quality control and research of each 
product and also for proper maintenance of books of accounts. Thus, 
we can say that apart from some sort of functional department, the 
organizational structure of CPF is by and large governed by the line 
and staff form of organization, with centralization at the top and 
decentralization at the lower level. 
INCREASING OPERATIONAL EFFICIENCY: 
Efforts to increase the potentiality of personnel through the 
adoption of modern technology in the production of animal feed and 
animal husbandry, as well as, the transfer of skill and knowledge to the 
farmers have all contributed to greater efficiency and hence, successful 
operation of the company. 
Personnel Development 
The company realizes that personnel are its most valuable 
resource which enables it to achieve success and to progress in the 
future. Hence, it has a policy of developing its personnel to their full 
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FIGURE.12 
CORPORATE STRUCTURE OF CPF 
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Source: "Management, Annual Report of C P F Vol 2000 
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FIGURE.13 
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p.7. 
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potential so that they can assume responsibilities at maximum 
efficiency. To this end, every year the company organizes staff training 
for quick adaptation of modern techniques and technology related to 
the work. The training provided is at three levels, namely working 
officials, supervisors and executives. At each level, experts plan the 
curnculum and supervise the training closely. Trainees must give 
serious attention to their training to earn a certificate. 
Technological Development 
The Charoan Pokphand Co., Ltd. is famous for the use of 
modern technology for animal feed production and animal husbandry. 
This IS evidenced by its use of computers to control animal feed 
production so as to ensure standard quality at low cost, resulting in 
extensive animal husbandry in Thailand. The company has 
disseminated correct methods of animal husbandry management to its 
farmers. At present, one farmer can rear up to 10,000 chickens at one 
time. 
As for Black Tiger prawn culture, which is a growing business, 
yielding a high rate of return but highly competitive abroad, the 
company has established a Prawn Research Center aiming at 
increasing the efficiency of prawn culture to the greatest extent 
possible To this end, the center has set up three divisions: the Prawn 
Health Division responsible for research on prawn diseases; the 
Environment Division responsible for research on environment 
affecting the growth and death of prawns; the Plankton Division 
concerned with research on prawn feed and prawn care and culture. 
The company's Prawn Research Center has disseminated modern 
technology to prawn raisers in general. The operations have given very 
satisfactory results, as can be seen from the fact that prawn culture at 
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present yields up to 1,000 Kg/rai, which is a world record, compared 
with the previous yields of only 500 Kg/rai.^ 
SOCIAL REAPONSIBILITY: 
From the origin as a producer cum distributor of animal feed in 
1978, Charoan Pokphand has grown into Thailand's leading agro-
industrial enterprise. For over a decade of operation, the company has 
put in great efforts to expand business base to improve production 
efficiency The company has been constantly aware of its responsibility 
towards the Thai society as a whole. It has always been more than 
ready to invest all of its resources, including capital, research 
capability, technological know-how and its human resources to 
participate in projects to improve the quality of life of the people. 
Furthermore, the company has a total commitment to be a creative and 
constructive force, bringing progress to the society, as well as business 
success to the company. Objectives of the company in the operation of 
various projects can be classified in the following manner. 
1. For the development of agricultural workers. 
The company intends to impart modern technology and 
technical knowledge in agricultural production to agricultural workers to 
increase production efficiency. An important project is training of prawn 
culture at various locations to serve as experimental stations and to 
demonstrate proper manne prawn culture methods to the farmers. The 
company emphasizes transfer of prawn culture technique and 
managerial skills to the farmers, together with proper environmental 
protection. In addition, the company also distributes free of charge, 
gauges for measuring water quality to enable prawn farmers to carry 
"Increasing Operation Efficiency", Annual Report of CPF Vol 1990 pn 46-
47 
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out water quality tests by themselves. 
2. For research and development of the country's 
agricultural sector. 
One of the company's goals is to enable Thailand to become 
the world's leading meat producer, particularly marine products. 
Therefore, it is necessary to emphasize on research and development 
in specialized areas for subsequent dissemination. Important 
supporting activities include the establishment of Prawn Culture 
Research Center to improve quality of prawn feed, environmental 
conditions and management system concerning the dietary and health 
aspects of prawn culture. Another important activity is the technical 
cooperation program with Songkhia Nakarin University, Pattani 
Campus, on black tiger prawn culture to produce more graduates and 
other qualified manpower on prawn culture. The company also 
provides technical support for coastal farming and modernized prawn 
culture methods. Another example is the joint epidemiological research 
with the Faculty of Veterinary Medicine of Khon Kaen University, to 
make available vaccination services to farmers in the northeast. 
3. For proper environmental protection. 
The company has constantly emphasized and made efforts to 
solve water pollution and environmental problems. Key activities 
include the following: the establishment of Black Tiger Prawn Culture 
Research Center; experimentation of waste water treatment system in 
various experimental farms; provision of services for examination and 
forecast of water conditions and quality in the Chao Phraya, the Tha 
Cheen, the Klong, and the Bang Pagong nver, together with advanced 
reporting of this information to farmers; public relations campaign to 
raise awareness and social responsibility of prawn farmers to help 
protect the environment and to discharge only treated water from the 
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prawn farms, with the slogan, "Discharge lightly, raise big prawns, 
protect the environment;" finally cooperation projects with government 
agencies, such as Kasetsart University, and the Fisheries Department, 
to stimulate people's interests in protection of the environment, 
4. Public assistance programs. 
The company does not accord importance only to the 
company related business projects, but it also carries on many other 
activities and participates in numerous projects aiming to serve the 
society, such as, training program for young agricultural workers, 
support for Esarn Keo Project in the northeast, and lunch program for 
school children.^ 
Even though Charoan Pokphand Feedmill's main goal is to be a 
leading agro-industrial firm, the company's achievements also 
contribute to the betterment of the society as a whole, in terms of 
increasing the national income, creating jobs and improving income 
distribution as well as developing the agricultural sector, which has a 
direct impact on improving the standard of living of rural people. Some 
of the training centers and projects operated by CPF to provide latest 
knowledge and to solve the problems of the farmers are: 
1. Shrimp culture training centers 
The company realized the necessity of the farm 
management and the correct methods of culture essential for the future 
expansion of prawn culture. Hence, the Prawn Culture Training Centre 
was established in 1978 at Tambol Bangkeo, Samut Sakhon Province, 
as a place latest for experiment, demonstration and training of farmers 
through correct and techniques of marine prawn culture. In this 
1 
"Charoan Pokphand Dedicated to Thai Society'\ Annual Report of CPF 
Vol.1990, pp.46-47. 
108 
connection, trainees receive one hour of theoretical training a day, the 
rest of the time being devoted to practical training in demonstration 
ponds, in line with the correct processes of culture under the 
supervision of experts. 
2. Project to Solve the Problem of Water Pollution 
Rapid expansion of Black Tiger Prawn Culture has resulted in 
water pollution, e.g. at Amphoe Mahachai, the largest prawn culture 
site. The company has, therefore, initiated a project to solve the 
problem of water pollution in the prawn culture areas, particularly at 
Amphoe Mahachai and Amphoe Maeklong, by developing the saltwater 
irrigation system, or by using certain types of seaweed to upgrade the 
state of water and to maintain its natural balance. The success of the 
project will help in conservation of the natural environment and 
development of prawn culture in the future. 
3. Integrated Rice Farming Project 
The company believed that if modern technology is introduced 
into irrigated areas, Thailand can produce plenty paddy with minimum 
input. Hence, it will have substantial areas remaining for other crop 
production which will increase the gross national product of the 
country. The company thus initiated the integrated rice farming project 
at the Mae-Klong-Yai irrigation site, Tha-Maka district, Kanchanabun 
Province. This is the first agricultural project of the Joint Public and 
Private Consultative Committee (JPPC), which allows the private sector 
to participate with the Government in the development project in an 
irrigated area. 
The integrated rice farming project is rice farming in the form of 
agri-business, participated by farmers. The first stage involves 
production by simple techniques. The second stage involves proper 
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processing and marketing. These two stages together, increase 
efficiency, quality of output, and reduce costs. In 1987, the project 
produced an average of 100 bushel/rai compared to the average of 21 
bushel/rai produced in the country. The company plans to expand this 
type of project in the future. 
4. Vocational Training for Agriculture Youth 
The project occupies about 36 rai at the lower of the Krapook-
Mountain's reservoir, Cha-um, Petchburi. The objective is to provide 
training in agriculture and education for youths who omit their further 
educational opportunity. Each class contains 20 applicants. The 5 
month training course runs twice a year. 
5. School Pupil's Lunch Project 
The project received financial support from the company to 
construct chicken rearing sheds for broiler up to 6,000 chickens in 
Cha-um, Petchburi Province. The company provides technical support 
and marketing for chicken farming business to ensure regular income 
for pupil's free lunch at 2 nearby schools. Both teachers and students 
have gained knowledge and experience from this advanced chicken 
farming techniques. 
6. Project to help victims of the "Typhoon Gay" flood 
disasters in the South. 
The company established a project to help victims of the 
"Taphoon Gay" and resulting floods in the South, which ravaged the 
region at the end of 1989. In this project, it cooperated with the 
Agricultural Promotion Department and the Chumphon provincial 
authorities in selecting farmers for occupational training in chicken and 
swine farming, plantation farming and garden crop culture. The farmers 
participating in the project drew a monthly stipend of Baht 2,000. Also, 
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the company planned to promote maize production of fast-maturing 
maize that will give yields within 50 days on an area of 1,000 rai. Three 
hundred farmers were accepted in this project. The Agricultural 
Promotion Department helped in providing stocks, of what fertilizer and 
medicine, while the company will provide technical assistance and 
guarantee of the minimum purchase price. It was prepared to promote 
maize production for use as food on an area of 55,000 rai in 
Chumphon and Prachuap Khin Khan.^ 
CHAROAN POKPHAND DEDICATED TO THAI SOCIETY: 
Knowing well the importance of research and development 
(R&D) as the basic foundation for Thailand to achieve its goal, the OFF 
invested a portion of its budget in setting up various centers, acting as 
vehicles, to pass on the technical know-how to shrimp farmers as well 
as to conserve the environment. 
Technical service centre: At present, the company's 14 
technical service centers are located in shrimp culture areas along the 
sea coast. Each centre provides free of charge analytical services on 
soil quality, water quality, and shrimp health. It also gives advice on 
methods of shrimp culture as well as on forestalling culture problems. 
Shrimp culture research centre: These are located on the 
Thonburi-Poktho Road, Bang Tho Rat sub-district, Muong district, 
Samut Sakhon province. These centers have the following work units: 
1. Aquatic environmental research laboratory. Its 
functions are to conduct surveys on changes in environmental 
conditions of the culture ponds, repercussion from external conditions, 
vanous experiments, such as, a companson of shnmp culture in a 
"Social Responsibility", Annual Report of OFF, Vol.1989, pp.46-47. 
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closed and circulating body of water through an application of physical 
and biological treatment methods. 
2. Chemical and toxic substances application section. 
Conducts studies on the application of chemicals in the hatchery and 
culture ponds, makes surveys of the residual chemical substances in 
the environment, and searches for effective methods of application of 
chemical and fisheries matenals. 
3. Shrimp health culture. It make a study on shrimp health 
and analysis various abnormalities to which shrimps are prone, 
including efficient application of antibiotics. It is equipped with such 
instruments as automatic tissue culture equipment, equipment for 
analyzing residual substances in shrimps, etc. 
Shrimp culture training centers: Set up to conduct expenment 
and to serve as demonstration and training centers for farmers to make 
them aware of the technically appropriate way of shrimp culture that 
will eventually benefit them. Under the control and supervision of 
experts, who furnish advice throughout the training period, trainees are 
able to acquire both theoretical and practical knowledge from 
demonstration ponds. Main subjects of training course include choice 
of designing shnmp farms plus feeding and pond cleaning. The centre 
also provides post-training advice.^ 
CONCLUSION: 
The organization and working of CPF has been described in 
detail in this chapter. Management practices followed by CP Group 
one of the largest in the country has always provided customer 
satisfaction through incorporation of latest techniques quality 
"Charoan Pokphand Dedicated to Thai Society" Annual Report of CPF 
Vol.1991, pp.64-65. 
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consciousness and economics of scale. Established as Chia Tai Store 
in 1921, CP Group has come a long way, with its offices in 13 countries 
and trade relationship with almost 60 counthes. It stated with the 
production of seeds of different vegetables as farm, but at present is 
engaged in a host of activities, mainly Agro Industry, Aquaculture, 
seeds, fertilizers and Plant protection, International Trading, Marketing 
and Distribution. Recently, it has also developed Real Estate business. 
Petrochemical, Telecommunications, Petroleum and Power, 
Automotive and Industrial Products Business. The initial part of the 
chapter deals with an indepth study of the above mentioned business 
fields. 
The CP Group has always shown its true concern for the society 
and its development, which is reflected through the number of projects 
undertaken by it like rural development, career development of 
farmers, reforestation, education and training, social activities and 
charity work for the community. 
One of above named group is the Charoan Pokphand Feedmill 
Public Co. Ltd. (CPF), which is the topic of focus of study in the later 
half of this unit and other chapters as well. 
CPF was incorporated in 1978 with an initial capital of 5 million 
baht. Now the same has increased to 1,585 million baht. This increase 
was made as and when requited to meet the objectives of expansion 
and diversification. Vanous animal and shrimp feed plants, cold storage 
plants, shrimp and prawn culture farms, broiler farms, breeding chicken 
and swine farms, layer farm and the like were constructed in different 
parts of the country. Apart from being the holder of 3 listed public 
companies. CPF has 99.99% holding in 6 non-listed companies. It 
acquired the status of a public company in 1994. 
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The principal business of CPF, by and large, includes 
readymade animal feed production and distribution, animal husbandry, 
integrated prawn business and investment in other companies. The 
process of each of these is depicted with the help of many various 
figure The widely dispersed business of CPF throughout the country is 
evident from the map of the Thailand. The various products produced 
under Aqua Business and Livestock Business has been discussed. 
While producing articles, great care is taken of the technology used to 
provide quality goods and also that it does not adversely effect the 
environment. Marketing strategy adopted by the company is quite 
efficient. 
Before analysis the organizational structure of CPF, the term 
'organization and organizational structure have been explained at great 
length along with the definitions given by several management experts. 
Their importance and some other related relevant issues have also 
been highlighted. The management structure of CPF is headed by the 
Broad of Directors. The structures along with the chart for 
administrative officers provide a bird's view to understand the authority 
responsibility relationship. 
The successful performance of the company has become 
possible due to the integrated efforts towards personnel and 
technological development. It gives due weightage to the duty which 
CPF owes to the society. For this purpose, it imparts training for the 
development of agricultural workers, carries on continuous research on 
country's agricultural sector, participates in numerous public assistance 
programs and provides environmental protection. A number of training 
centers and projects operated by CPF give an account of its dedication 
to the Thai society. 
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INTRODUCTION: 
A basic limitation of the traditional financial statements 
compnsing of the balance sheet and profit and loss account is that they 
do not give all the information related to the financial operations of a 
firm. Therefore, much can be learnt about a firm from a careful analysis 
of financial statements, the focus being on key figures and the 
significant relationship that exists between them, so as to have a better 
understanding of the firm's position and performance. A financial 
analyst is able to draw important inferences and conclusions which are 
helpful in decision making. 
The present chapter is devoted to an indepth analysis of the 
financial statements of CPF for the period starting from 1989 to 1998. 
Ratio analysis the most widely used method of interpretation has been 
discussed here in detail along with trend analysis and fund flow 
analysis. These are the different tools with which the performance of an 
enterphse can be appraised regularly to maximize efficiency and avoid 
loopholes by take timely corrective action. 
FINANCIAL PERFORMANCE OF CPF: 
An analysis of the financial performance of CPF has been made 
on the basis of different parameters viz. profitability, liquidity ratios, 
Fund Flow analysis, trend analysis, analysis of working capital etc. 
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Ratio analysis is a powerful tool of financial analysis. A ratio is 
defined as "the indicated quotient of two mathematical expressions" 
and as "the relationship between two or more things."^ In financial 
analysis, a ratio is used as a benchmark for evaluating the financial 
position and performance of a firm. The absolute accounting figures 
reported in the financial statements do not provide a meaningful 
understanding of the performance and financial position of a firm. An 
accounting figure conveys meaning when it is related to some other 
relevant information. For example, a net profit of Rs 5 crore may look 
impressive, but the firm's performance can be said to be good or bad 
only when the net profit figure is related to the firm's investment. The 
relationship between two accounting figures, expressed 
mathematically, is known as a financial ratio (or simply as a ratio). 
Ratios help to summarize large quantities of financial data and to make 
qualitative judgment about the firm's financial performance. For 
example, consider current ratio (discussed in detail later on). It is 
calculated by dividing current assets by current liabilities; the ratio 
indicates a relationship-a quantified relationship between current 
assets and current liabilities. This relationship is an index or yardstick 
which permits a qualitative judgment to be formed about the firm's 
ability to meet its current obligations. It measures the firm's liquidity. 
The greater the ratio, the greater the firm's liquidity and vice versa. The 
point to note is that a ratio reflecting a quantitative relationship helps to 
form a qualitative judgment. Such is the nature of all financial ratios.^ 
Several ratios, calculated from the accounting data, can be 
grouped into various classes according to the financial activity or 
1 
2 
Webster's New Collegiate Dictionary, 8th Ed., Springfield Mass- G & C 
Merriam, 1975, p. 958. 
Pandey, IM, "Financial Management". Vikas Publishing House Pvt Ltd 
New Delhi, 1999, p.109. 
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function to be evaluated. As stated earlier, the parties interested in 
financial analysis are mainly short and long-term creditors, owners and 
management. Short-term creditors main interest is in the liquidity 
position or the short-term solvency of the firm. Long-term creditors, on 
the other hand, are more interested in the long-term solvency and 
profitability of the firm. Similarly, owners concentrate on the firm's 
profitability and financial condition. Management is interested in 
evaluating every aspect of the firm's performance. They have to protect 
the interests of all parties and see that the firm grows profitably. In view 
of the requirements of the various users of ratios, we may classify 
ratios into the following four important categories:^ 
• Liquidity ratios 
• Leverage ratios 
• Activity ratios 
• Profitability ratios. 
Liquidity ratios measure the firm's ability to meet current 
obligations; leverage ratios show the proportions of debt and equity in 
financing the firm's assets; activity ratios reflect the firm's efficiency in 
utilizing its assets, and profitability ratios measure overall performance 
and effectiveness of the firm. Each of these ratios is discussed below. 
This is the most common, traditional classification of ratios However, 
empirical evidence Indicates that ratios can be classified in a variety of 
ways. Also, depending on their beliefs and objectives, different authors 
have classified ratios differently. For a comprehensive treatment of the 
financial statement analysis, see Foster, G., "Financial Statement 
analysis", Prentice-Hall, 1986, pp. 2-7. 
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LIQUIDITY RATIO:^ 
Current Ratio 
The current ratio is a measure of the firm's short-term solvency. 
It indicates the availability of current assets in baht for every one baht 
of current liability. A ratio of greater than one means that the firm has 
more current assets than current claims. Table No.1 and Figure No.14 
represent the amount of current assets and current liabilities of the 
corporation from the period starting from 1989 to 1998. It is evident 
from the table that there has been wavering trend in the current ratio of 
the corporation for the period under study. In 1989 the ratio was 1.76:1 
which decreased to 1.23:1 in 1990 to 1.04:1 in 1991 to 0.95:1 in 1992 
to 0.67:1 in 1993 and raised up to 0.91 in 1994 to 1.25:1 in 1995, again 
declined to 0.23:1 in 1996 to 0.95 in 1997. However, in the last year of 
the study it marginally picked up to 1.22. 
However, by and large the overall analysis of the current ratio in 
the table is moderately. It has been feasible on account of judicious 
use of current assets and current liabilities, proving the point that the 
corporation is financially solvent enough and has the sufficient degree 
of safety. 
Quick Ratio (Acid-test Ratio) 
Table No.2 and Figure No. 15 give an account of the quick ratio 
(Acid-test Ratio) for the period starting 1989 and ending 1998. it is 
evident from the table that the corporation has seen a wavering trend 
since starting from 1989 when it was 0.92:1 and in the subsequent 
years from 1990 to 1997 was fluctuating, however, in the last year of 
the study if marginally picked up to 0.82:1. 
For details please see Appendix C. 
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TABLE N0.1 
ANALYSIS OF CURRENT RATIO OF CPF 
Year 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
Current Assets 
(Million Baht) 
1,600 
2,817 
3,365 
3,728 
3,339 
4,135 
7,012 
8,692 
8,639 
13,301 
Current Liabilities 
(Million Baht) 
907 
2,298 
3,249 
3,936 
4,987 
4,564 
5,614 
7,087 
9,073 
10,912 
Current Ratio 
(Times) 
1.76 
1.23 
1.04 
0.95 
0.67 
0.91 
1.25 
1.23 
0.95 
1.22 
Source: Compiled and Computed by the Research Scholar from the Annual 
Reports of CPF. 
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FIGURE N0.14 
CHART SHOWING ANALYSIS OF CURRENT RATIO OF CPF 
2.00 
0.00 
1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 
Years 
—•-Current Ratio (Times) 
Source: Compiled by the Research Scholar from the Annual Reports of CPF. 
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As we know that the most accepted norm for the quick ratio 
usually contemplated as adequate is 1:1. CPF has maintained this 
norm. Thus if the CPF's inventories are not sold, and it has to pay all its 
current liabilities, it may find it difficult to meet its obligation because its 
quick assets are less than current liabilities. 
Interval Measure Ratio 
Table No.3 and Figure No.16 represent the Interval measure 
ratio from the period starting from 1989 to 1998. From the table, it is 
indicated that CP has sufficient liquid assets to finance its operations, 
even if it does not receive any cash. 
LEVERAGE RATIOS: 
Debt Ratio 
The Table N 0.4 and Figure No. 17 show debt ratio from 1989 to 
1998. it can be observed from the table that the Total debt to Net 
assets or capital employed has been fluctuating throughout the period 
since 1989 to1992. Only 1 percent increased and another 1 percent 
decreased from 1991 to 1992 and from 1992 to 1993 respectively. 
Since then it has increased continuously from 79 percent in 1993 to 89 
percent in the last year of the study. We can say that the average rate 
of debt ratio under study in between 70 percent to 89 percent, meaning 
thereby that lenders have financed 70 to 89 percent of CPF's net 
assets (capital employed). It obviously implies that owners have 
provided the remaining finance. They have 10 to 30 percent of the net 
assets. 
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TABLE NO. 2 
ANALYSIS OF ACID-TEST RATIO OF CPF 
Years 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
Current Assets 
(Million Baht) 
1,600 
2,817 
3,365 
3,728 
3,339 
4,135 
7,012 
8,692 
8,639 
13,301 
Inventories 
(Million Baht) 
769 
1,493 
2,064 
1,779 
2,116 
2,175 
3,522 
3,212 
4,016 
4,318 
Quick assets 
(Million Baht) 
831 
1,324 
1,301 
1,949 
1,223 
1,960 
3,490 
5,480 
4,623 
8,983 
Current 
Liabilities 
(Million Baht) 
907 
2,298 
3,249 
3,936 
4,987 
4,564 
5,614 
7,087 
9,073 
10,912 
Acid-Test 
Ratio 
(Times) 
0.92 
0.58 
0.40 
0.50 
0.25 
0.43 
0.62 
0.77 
0.51 
0.82 
Source: Compiled and Computed by the Research Scholar from the Annual 
Reports of CPF 
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FIGURE NO.15 
CHART SHOWING ANALYSIS OF ACID-TEST RATIO OF CPF 
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Source: Compiled by the Research Scholar from the Annual Reports of CPF. 
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TABLE N0.3 
ANALYSIS OF INTERVAL MEASURE OF CPF 
Year 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
Quick assets 
(Million Baht) 
831 
1,324 
1,301 
1,949 
1,223 
1,960 
3,490 
5,480 
4,623 
8,983 
Operating 
Expenses 
(Million Baht) 
3,559 
10,157 
14,473 
16,671 
16,887 
18,895 
22,020 
23,214 
25,550 
31,300 
Average daily 
operating 
expenses 
(Million Baht) 
9.89 
28.21 
40.20 
46.31 
46.91 
52.49 
61.17 
64.48 
70.97 
86.94 
Interval 
Measure 
(days) 
84 
47 
32 
42 
26 
37 
57 
85 
65 
103 
Source: Compiled and Computed by the Research Scholar from the Annual 
Reports of CPF. 
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FIGURE N0.16 
CHART SHOWING ANALYSIS OF INTERVAL MEASURE OF CPF 
120 
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—•— Interval Measure (days) 
Source: Compiled by the Research Scholar from the Annual Reports of CPF. 
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TABLE N0.4 
ANALYSIS OF DEBT RATIO OF CPF 
Years 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
Debt 
(Million Baht) 
2,590 
6,175 
7,329 
7,793 
7,371 
8,064 
12,412 
12,856 
15,120 
16,063 
Capital Employed 
(Net Assets) 
(Million Baht)) 
4,579 
8,165 
9,320 
9,785 
9,364 
10,058 
14,407 
14,852 
17,117 
18,061 
Debt Ratio 
(Times) 
0.57 
0.76 
0.79 
0.80 
0.79 
0.80 
0.86 
0.87 
0.88 
0.89 
Debt Ratio 
(%) 
57% 
76% 
79% 
80% 
79% 
80% 
86% 
87% 
88% 
89% 
Source: Compiled and Computed by the Research Scholar from the Annual 
Reports of CPF. 
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FIGURE N0.17 
C H A R T SHOWING ANALYSIS OF DEBT R A T I O OF CPF 
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Source: Compiled by the Research Scholar from the Annual Reports of CPF. 
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Debt-Equity Ratios 
The Table No.5 and Figure No.18 show debt equity ratio was 
0.88 in the first year which is below 1:1. The debt-equity ratio of 1:1 is 
generally considered satisfactory. It indicates that the financial position, 
on the basis of debt equity ratio was not satisfactory, because they 
were below 1:1, which brought to notice that the share of equities in 
financing has been more during these years. The debt equity ratio of 
subsequent years was above 1:1 which indicates that they were 
satisfactory. 
Other Debt Ratios 
From the Table No.6 and Figure No. 19, it is clear that the total 
liabilities ratio for the whole period under study is below 1:1. It indicates 
that the proportion of CPF's total liabilities is less than total assets, 
which means that the funds provided by outsiders are less than total 
assets. 
Coverage Ratios 
The Table No.7and Figure No.20 show the interest coverage 
ratio from 1989 to 1998. It can be observed from the table that the 
earning before interest and tax to Interest has been fluctuating 
throughout the period under study. In 1989 it was 5.63:1which decease 
to 3.77:1 and 2.44:1 in 1990 and 1991. Then from 1991 started rising, it 
was 3.41:1 in 1992, 4.24:1 in 1993 and 5,04:1 in 1994. Again since 
1995 to 1998 fluctuations were seen. It decreased to 3.74 in 1995 to 
2.67:1 in 1996, again increased to 3.26:1 in 1997 and was 4.65:1 in 
1998. However, the overall analysis of the Interest coverage ratio from 
the table is highly satisfactory. 
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TABLE NO. 5 
ANALYSIS OF DEBT-EQUITY RATIO OF CPF 
Years 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
Debt 
(Million Baht) 
2,590 
6,175 
7,329 
7,793 
7,371 
8,064 
12,412 
12,856 
15,120 
16,063 
Shareholder 
Equity (Net worth) 
(Million Baht) 
2,933 
3,026 
3,591 
5,008 
5,680 
6,451 
7,075 
7,747 
7,262 
13,625 
Debt-Equity 
Ratio (Times) 
0.88 
2.04 
2.04 
1.56 
1.30 
1.25 
1.75 
1.66 
2.08 
1.18 
Source: Compiled and Computed by the Research Scholar from the Annual 
Reports of CPF. 
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FIGURE N0.18 
CHART SHOWING ANALYSIS OF DEBT-EQUITY RATIO OF CPF 
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Source: Compiled by the Research Scholar from the Annual Reports of CPF. 
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TABLE NO. 6 
ANALYSIS OF TOTAL LIABILITIES RATIO OF CPF 
Years 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
Total Liabilities 
(Million Baht) 
2,589 
2,590 
7,329 
7,793 
7,371 
8,063 
12,412 
12,856 
15,120 
16,063 
Total Assets 
(Million Baht) 
5,747 
9,976 
11,749 
13,890 
14,183 
15,718 
20,772 
21,967 
23,817 
29,814 
Total 
Liabilities ratio 
(Times) 
0.45 
0.26 
0.62 
0.56 
0.52 
0.51 
0.60 
0.59 
0.63 
0.54 
Source: Compiled and Computed by the Research Scholar from the Annual 
Reports of CPF. 
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FIGURE NO.19: CHART SHOWING ANALYSIS OF TOTAL 
LIABILITIES RATIO OF CPF 
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Source: Compiled by the Research Scholar from the Annual Reports of CPF. 
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TABLE NO. 7 
ANALYSIS OF INTEREST COVERAGE RATIO OF CPF 
Year 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
EBIT 
(Million Baht) 
366 
1,853 
1,854 
2,011 
1,882 
2,275 
2,600 
2,348 
3.740 
6,132 
Interest 
(Million Baht) 
65 
492 
759 
589 
444 
451 
695 
878 
1,146 
1,319 
Interest 
Coverage Ratio 
5.63 
3.77 
2.44 
3.41 
4.24 
5.04 
3.74 
2.67 
3.26 
4.65 
Source: Compiled and Computed by the Research Scholar from the Annual 
Reports of CPF. 
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FIGURE NO.20: CHART SHOWING ANALYSIS OF INTEREST 
COVERAGE RATIO OF CPF 
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Source: Compiled by the Research Scholar from the Annual Reports of CPF. 
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ACTIVITY RATIOS: 
Inventory Turnover 
It is observed from the Table No.8 and Figure No.21 that the 
Cost of Goods Sold to Average inventory has been fluctuating 
throughout the period under study. In 1990 it was 8.47:1 which 
decreased to 7.67:1. In 1992 was rise up to 8.13:1 and again decrease 
to 8.01:1 in 1993, in 1994 increased to 8.15:1. 1995 saw a decrease to 
7.14:1 which decrease further to 6.35:1 in 1996. In 1997 it increased to 
6.57:1 and at the last year of the study increased to 7.05:1. The 
observation discovered the gap between 1990 and 1998. The minimum 
rate was 6.35:1 in 1996 and maximum rate was 8.47:1 in 1990. 
However, the gap between each year of the study was not more than 1 
within the period. Also we can say that inventory turnover ratio of CPF 
under the study were neither not high nor too low. It indicates that CPF 
was having good inventory management. 
Debtors or Accounts Receivables Turnover Ratios 
Debtors Turnover 
The Table No.9 and Figure No.22 show Debtors turnover and 
Average collection penod from 1990 to 1998. It is clear from the table 
that though the CPF observed a decrease in turnover ratio and 
increase in collection period over the span of nine years, still the data is 
reasonable. But CPF should try to maintain its prior efficiency in 
collection of ciedit on time. 
Assets Turnover Ratio 
Table No, 10 and Figure No.23 present the analysis of 
total assets turnover ratio from 1990 to 1998. It can be observed from 
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TABLE NO. 8 
ANALYSIS OF INVENTORY TURNOVER RATIO OF CPF 
Year 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
Cost of 
goods sold 
(Mill ion Baht) 
9,584 
13,649 
15,626 
15,604 
17,474 
20,329 
21,378 
23,733 
29,378 
Average 
Inventory 
(Mill ion Baht) 
1,131 
1,779 
1,922 
1,947 
2,145 
2,848 
3,367 
3,614 
4,167 
Inventory 
Turnover 
Ratio 
(Times) 
8.47 
7.67 
8.13 
8.01 
8.15 
7.14 
6.35 
6.57 
7.05 
Months of 
Inventory 
Holding 
(MIH) 
(Months) 
1.4 
1.6 
1.5 
1.5 
1.5 
1.7 
1.9 
1.8 
1.7 
Days of 
Inventory 
Holding 
(DIH) 
(Days) 
42 
47 
44 
45 
44 
50 
57 
55 
51 
<S>The data for 1988 is not available to calculate the average value of Inventory 
Turnover and Inventory Turnover Ratio, thus the rate of 1989 has not been 
shown in the table and graph. 
Source: Compiled and Computed by the Research Scholar from the Annual 
Reports of CPF. 
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FIGURE N0.21: CHART SHOWING ANALYSIS OF INVENTORY 
TURNOVER RATIO OF CPF 
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the table that the ratio has been fluctuating throughout the period under 
study. The average total assets turnover during the period, i.e., 1990 to 
1998 remained 1.09. In 1990 it was 1.22 which increased to 1.25 in 
1991. From 1992 it started declining to 1.22 and 1.11 in 1993. It again 
rose to 1.17 in 1994 and again declined to 1.11 in 1995 and to 1.00 in 
1996. In 1997, it was 1.35 which decreased to 1.09 in the last year of 
the study. 
Table No.11 and Figure No.24 give an account of the fixed 
assets turnover ratio from the period starting from 1990 to 1998. It is 
evident from the table and chart that the fixed assets turnover ratio is 
fluctuating during the period under review. The fixed assets turnover 
ratio of CPF was 3.68 times in 1990 which decreased to 2.60 times in 
1991 and again rose to 2.66 times in 1992. In 1993 it became 2.61 
times and rose to 3.03 times in 1994, 3.53 times in 1995 and 3.69 
times 1996. The year 1997 was spectacular as it recorded the highest 
fixed assets turnover ratio that is 3.86 times. In the last year of the 
study it declined to 3.72 times. 
It is evident from the Table No.12 and Figure No.25 that there is 
a wavering trend in net assets turnover ratio for the period under 
review. The net assets turnover ratio was 2.43 times in 1990, and then 
it increased to 2.67 times in 1991, 2.84 times in 1992, 3.13 times in 
1993 and 3.62 times in 1994. In 1995 it declined to 3.25 times, to 2.94 
times in 1996, and again rose to 3.62 times in 1997. However, in the 
last year of the study it marginally picked up to 3.67 times. 
Table No. 13 and Figure No.26 present the analysis of current 
assets turnover ratio from 1990 to 1998. It is clear from the table and 
chart that the current assets turnover ratio is mostly declining 
throughout the period under study. In 1990 it was 4.34 times which 
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TABLE NO. 9 
ANALYSIS OF DEBTOR TURNOVER AND AVERAGE COLLECTION 
PERIOD OF CPF 
Year 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
Net Sale 
(Million Baht) 
11,421 
16,146 
18,201 
18,530 
20,992 
23,978 
24,517 
28,235 
35,670 
Debtors 
(Million Baht) 
617 
633 
999 
933 
1,238 
1,530 
1,802 
2,012 
4,221 
Average 
Debtors 
(Million Baht) 
457 
625 
816 
966 
1,086 
1,384 
1,666 
1,907 
3,117 
Debtor 
Turnover 
Ratio 
(Times) 
24.99 
25.83 
22.31 
19.18 
19.34 
17.33 
14.72 
14,81 
11.45 
Average 
Collection 
Period 
(AGP) 
(Days) 
14.41 
13.94 
16.14 
18.77 
18.62 
20.78 
24.46 
24.31 
31.45 
<8> The data for 1988 is not available to calculate the average value of Average 
Debtor Turnover Ratio and Average Collection Period (ACP), thus the rate of 
1989 has not been shown in the table and graph. 
Source: Compiled and Computed by the Research Scholar from the Annual 
Reports of CPF. 
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FIGURE N0.22: CHART SHOWING ANALYSIS OF DEBTOR 
TURNOVER AND AVERAGE COLLECTION 
PERIOD OF CPF 
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decreased to 4.42 times in 1991, 4.41 times in 1992. In 1993 and 1994 
it became 4.42and 4.68 times. In 1995 and 1996 it again fell down to 
the level 3.65 and 2.72 times respectively. In 1997 it was 2.74 times 
which again decrease to 2.68 times in 1998. 
However, by large the overall analyses of assets turnover ratio 
from the Table No.7 to No. 10 are highly satisfactory. The efficiency of 
CPF in managing and utilizing its assets, is thus considered to be 
proper. 
PROFITABILITY RATIOS 
It is observed from the Table No. 14 and Figure No.27 that the 
gross profit margin ratio has been fluctuating throughout the period 
under study. In 1989 it was 10.1% which increased to 16.1% in 1990, 
15.5% in 1991 and 14.1% in 1992. It again rose to 15.8% in 1993, 
16.8% in 1994. In 1995 it declined to 15.2%, became 12.8% in 1996, 
rose to 15.9% in 1997 and was 17.6% in 1998. 
However, the overall analysis of the profit margin in the table is 
satisfactory. The year 1998 was spectacular as it recorded the highest 
profit margin ratio, that is, 17.6%. 
It is evident from the Table No.15 and Figure No.28 that there 
has been a wavering trend in net profit margin of the corporation for the 
period under study. In 1989 the net profit margin % was 6.8% which 
increased to 11.3% in 1990. In 1991 it decreased to 6.4% which 
increased to 7 .1% in 1992, being the same rate in 1993. Then from 
1994 it started declining registering a profit margin of 7.0% to 5.8% in 
1995 and further decline to 4.0% in 1996. From 1997 it again started to 
increase and was 7.5%. The highest net profit margin was in 1998, i.e., 
12.1%. 
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TABLE NO. 10 
ANALYSIS OF TOTAL ASSETS TURNOVER OF CPF 
Year 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
Cost of 
goods sold 
(Million Baht) 
9,584 
13,649 
15,626 
15,604 
17,474 
20,329 
21,378 
23,733 
29,378 
Average Total 
Assets 
(Million Baht) 
7,861 
10,863 
12,820 
14,036 
14,951 
18,245 
21,370 
17,601 
26,865 
Total assets 
Turnover (Times) 
1.22 
1.26 
1.22 
1.11 
1.17 
1.11 
1.00 
1.35 
1.09 
<^The data for 1988 is not available to calculate the average value 
of Total Assets and also Total Assets Turnover Ratio, thus the rate 
of 1989 has not been shown in the table and graph. 
Source Compiled and Computed by the Research Scholar from the Annual 
Reports of CPF. 
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FIGURE N0.23: CHART SHOWING ANALYSIS OF TOTAL 
ASSETS TURNOVER RATIO OF CPF 
1.40 
1990 1991 1992 1993 1994 
Years 
1995 1996 1997 1998 
•Total Assets Turnover 
Source: Compiled by the Research Scholar from the Annual Reports of CPF. 
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TABLE NO. 11 
ANALYSIS OF FIXED ASSETS TURNOVER RATIO OF CPF 
Year 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
Cost of goods 
sold 
(Million Baht) 
9,584 
13,649 
15,626 
15,604 
17,474 
20,329 
21,378 
23,733 
29,378 
Average Net 
Fixed Assets 
(Million Baht) 
2,605 
5,244 
5,865 
5,977 
5,766 
5,759 
5,786 
6,153 
7,895 
Fixed Assets 
Turnover (Times) 
3.68 
2.60 
2.66 
2.61 
3.03 
3.53 
3.69 
3.86 
3.72 
<$>The data for 1988 is not available to calculate the average value of 
Net Fixed Assets Turnover and Fixed Assets Turnover Ratio, thus the 
rate of 1989 has not been shown in the table and graph. 
Source: Compiled and Computed by the Research Scholar from the Annual 
Reports of CPF. 
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FIGURE NO.24: CHART SHOWING ANALYSIS OF FIXED 
ASSETS TURNOVER RATIO OF CPF 
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Source: Compiled by the Research Scholar from the Annual Reports of CPF. 
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TABLE NO. 12 
ANALYSIS OF RATIO OF CPF NET ASSETS TURNOVER 
Year 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
Cost of goods 
sold 
(Million Baht) 
9,584 
13,649 
15,626 
15,604 
17,474 
20,329 
21,378 
23,733 
29,378 
Average Net 
Assets 
(Million Baht) 
3,950 
5,110 
5,509 
4.993 
4,833 
6,247 
7,274 
6,555 
8,002 
Net Assets 
Turnover Ratio 
(Times) 
2.43 
2.67 
2.84 
3.13 
3.62 
3.25 
2.94 
3.62 
3.67 
<$>The data for 1988 is not available to calculate the average value 
of Net Assets and Net Assets Turnover Ratio, thus the rate of 
1989 has not been shown in the table and graph. 
Source: Compiled and Computed by the Research Scholar from the Annual 
Reports of CPF. 
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FIGURE N0.25: CHART SHOWING ANALYSIS OF NET 
ASSETS TURNOVER RATIO OF CPF 
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Source: Compiled by the Research Scholar from the Annual Reports of CPF. 
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TABLE N0.13 
ANALYSIS OF CURRENT ASSETS TURNOVER RATIO OF CPF 
Year 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
Cost of goods 
sold 
(Million Baht) 
9,584 
13,649 
15,626 
15,604 
17,474 
20,329 
21,378 
23,733 
29,378 
Average 
Current 
Assets 
(Million Baht) 
2,209 
3,091 
3,547 
3,534 
3,737 
5,574 
7,852 
8,666 
10,970 
Current 
Assets 
Turnover 
(Times) 
4,34 
4.42 
4.41 
4.42 
4.68 
3.65 
2.72 
2.74 
2.68 
<S>The data for 1988 is not available to calculate the average value 
of Current Assets Turnover and Current Assets Turnover Ratio, thus 
the rate of 1989 has not been shown in the table and graph. 
Source: Compiled and Computed by the Research Scholar from the Annual 
Reports of CPF. 
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FIGURE N0.26: CHART SHOWING ANALYSIS OF CURRENT 
ASSETS TURNOVER RATIO OF CPF 
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TABLE NO.14 
ANALYSIS OF GROSS PROFIT MARGIN OF CPF 
Year 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
Net Sales 
(Million Baht) 
3,819 
11,421 
16,146 
18,201 
18,530 
20,992 
23,978 
24,517 
28,235 
35,670 
Cost of 
goods sold 
(Million Baht) 
3,434 
9,584 
13,649 
15,626 
15,604 
17,474 
20,329 
21,378 
23,733 
29,378 
Gross Profit 
(Million Baht) 
385 
1,837 
2,497 
2,575 
2,926 
3,518 
3,649 
3,139 
4,502 
6,292 
Gross Profit 
Margin (%) 
10.1% 
16.1% 
15.5% 
14.1% 
15.8% 
16.8% 
15.2% 
12.8% 
15.9% 
17.6% 
Source: Compiled and Computed by the Research Scholar from the Annual 
Reports of CPF. 
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FIGURE N0.27: CHART SHOWING ANALYSIS OF GROSS 
PROFIT MARGIN OF CPF 
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Years 
—•— Gross Profit Margin Ratio 
Source: Compiled by the Research Scholar from the Annual Reports of CPF. 
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TABLE N0.15 
ANALYSIS OF NET PROFIT MARGIN OF CPF 
Year 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
Profit after 
tax (PAT) 
(Million Baht) 
260 
1,289 
1,027 
1,297 
1,316 
1,473 
1,395 
987 
2,125 
4,307 
Net Sales 
(Million Baht) 
3,819 
11,421 
16,146 
18,201 
18,530 
20,992 
23,978 
24,517 
28,235 
35,670 
Net Profit 
Margin (%) 
6.8% 
11.3% 
6.4% 
7.1% 
7.1% 
7.0% 
5.8% 
4.0% 
7.5% 
12.1% 
Source: Compiled and Computed by the Research Scholar from the Annual 
Reports of CPF 
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FIGURE N0.28: CHART SHOWING ANALYSIS OF NET 
PROFIT MARGIN OF CPF 
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The Table No.16 and Figure No.29 show the operating 
expenses to net sales; again we find a low degree of variation 
throughout the period under study. In 1989 it was 93% which 
decreased to 89% in 1990, again rose to 90% in 1991, 92% in 1992, 
declined to 9 1 % in 1993 and 90% in 1994. Again in 1995 it was 
increased to 92%, 95% in 1996, and 90% in 1997. But the last year of 
the study was spectacular as it had the lowest ratio of 88%. 
Table No. 17 along with Figure No.30 reveal that there have 
been great fluctuations in return on assets (ROA) throughout the period 
understudy. In 1990 it was 16.40% which decreased to 9.40% in 1991, 
rose to 10.12% in 1992, again fell down to 9.38% in 1993, was 9.85% 
in 1994, declined to 7.65% in 1995 and was just 4.62% in 1996. Then 
in 1997 it picked up to 12.07%, and increased to 16.03% in 1998. 
Table No.18 and Figure No.31 give an account of variations in 
the return on capital employed (ROCE) ratio from the period starting 
from 1990 to 1998. For 1989, the data is not available to calculate the 
ratio. It is evident from the table and chart that the ROCE has been 
fluctuating under the period of study. In 1990 it was 33% of ROCE 
which decreased to 20% in 1991. Then from 1991 it started increasing 
to 24% in 1992, 26% in 1993 then again further rose to 30% in 1994. In 
1995 it again fell down to the level of 22% and to 14% in 1996. From 
1997 it again increased to 32%. However, in the last year of the study it 
marginally picked up to 54%. It was spectacular as it recorded the 
highest return on capital employed. 
It is also evident from the Table No.19 and Figure No.32 that 
there has been wavering trend in return on equity of the corporation for 
the period under study. In 1990 the return on equity was 43.20% which 
decreased to 31.04 % in 1991. In 1992 it increased to 30.17%. In 1993, 
1994, 1995 and 1996 it declined to 24.63%, 24.28%, 20.63% and 
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13.32% respectively. Then from 1997 it started rising up to 28.32% and 
became 41.24% in 1998. 
Table No.20 and Figure No.33 present an analysis of the 
earning power ratio from 1989 to 1998. This particular ratio establishes 
a relationship between profit after taxes and total assets of the 
corporation. It is clear from the table and chart that the earning power 
ratio IS fluctuating during the period under review. The earning power 
ratio of the CPF was 4.5% in 1989 which highly increased to 12.9% in 
1990. In 1991 it decreased to 8.7%. Then from 1991 it started 
increasing to become 9.3% in 1992. In 1993 and 1994 it had the same 
rate, that is, 9.3%.Again in 1994 it observed a marginal increase to 
become 9.4%. From 1994 it started declining to 6.7% and 4.5% in 1995 
and 1996. The subsequent years starting from 1997 to 1998 registered 
an increasing earning power ratio from 8.9% to 14.4%. 
GROWTH RATE: 
The Table No.21 and Figure No.34 show the sales from 1989 to 
1998. In 1989 the sale was 3,819 million baht. In 1990 and 1991 it rose 
to 11,421 and 16,146 million baht respectively. Again it rose to 18,201 
and 18,530 million baht in 1992 and 1993. It went up to 20,992 and 
23,978 million baht in 1994 and 1995. In 1996, 1997and 1998 it was 
24,517, 28,235 and 35,670 million baht respectively. In 1990, 1991 and 
1998 grov\/th rate was high. But was quite low, about 2% in 1993 and 
1996. 
The Table No.22 and Figure No.35 show the net profit of CPF 
during the period 1989 to 1998. In 1989 it was 259 million baht which 
rose up 624 million baht or 141% from the previous year in 1990. For 
the time span of 4 years from 1991 to 1994, net profit was 1,195, 1,222 
and 1,351 million baht respectively. During 1995 the net profit was not 
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TABLE N0.16 
ANALYSIS OF OPERATING EXPENSES RATIO OF CPF 
Year 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
Operating 
Expenses 
(Million Baht) 
3,559 
10,157 
14,473 
16,671 
16,887 
18,895 
22,020 
23,214 
25,550 
31,300 
Net Sale 
(Million Baht) 
3,819 
11,421 
16,146 
18,201 
18,530 
20,992 
23,978 
24,517 
28,235 
35,670 
Operating 
Expenses 
Ratio (%) 
93% 
89% 
90% 
92% 
9 1 % 
90% 
92% 
95% 
90% 
88% 
Source: Compiled and Computed by the Research Scholar from the Annual 
Reports of CPF. 
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FIGURE N0.29: CHART SHOWING ANALYSIS OF OPERATING 
EXPENSES RATIO OF CPF 
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Source: Compiled by the Research Scholar from the Annual Reports of CPF. 
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TABLE N0.17 
ANALYSIS OF RETURN ON ASSETS OF CPF 
Year 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
Profit after 
tax (PAT) 
(Million Baht) 
1,289 
1,027 
1,297 
1,316 
1,473 
1,395 
987 
2,125 
4,307 
Average total 
assets 
(Million Baht) 
7,861 
10,863 
12,820 
14,036 
14,951 
18,245 
21,370 
17,601 
26,865 
Return on 
Assets (ROA) 
(%) 
16.40% 
9.45% 
10.12% 
9.38% 
9.85% 
7.65% 
4.62% 
12.07% 
16.03% 
<$>The data for 1988 is not available to calculate the average 
value of Total Assets and also Return on Assets Ratio (ROA), 
thus the rate of 1989 has not been shown in the table and 
graph. 
Source: Compiled and Computed by the Research Scholar from the Annual 
Reports of CPF. 
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FIGURE NO.30: CHART SHOWING ANALYSIS OF RETURN 
ON ASSETS OF CPF 
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TABLE N0.18 
ANALYSIS OF RETURN ON CAPITAL EMPLOYED (ROCE) OF CPF 
Year 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
Profit after tax 
(PAT) 
(Million Baht) 
1,289 
1,027 
1,297 
1,316 
1,473 
1,395 
987 
2,125 
4,307 
Average total 
Capital 
Employed 
(Million Baht) 
3,950 
5,110 
5,509 
4,993 
4,833 
6,247 
7,274 
6,555 
8,002 
Return on 
Capital 
Employed 
(ROCE) (%) 
33% 
20% 
24% 
26% 
30% 
22% 
14% 
32% 
54% 
<^The data for 1988 is not available to calculate the average value 
of Total Capital Employed and also ROCE Ratio, thus the rate of 
1989 has not been shown in the table and graph. 
Source: Compiled and Computed by the Research Scholar from the Annual 
Reports of CPF. 
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FIGURE N0.31: CHART SHOWING ANALYSIS OF RETURN ON 
CAPITAL EMPLOYED (ROCE) OF CPF 
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Source: Compiled by the Research Scholar from the Annual Reports of CPF. 
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TABLE NO.19 
ANALYSIS OF RETURN ON EQUITY (ROE) OF CPF 
Year 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
Profit after 
tax (PAT) 
(Million Baht) 
1,289 
1,027 
1,297 
1,316 
1,473 
1,395 
987 
2,125 
4,307 
Average Total 
Shareholder Equity 
(Million Baht) 
2,980 
3,309 
4,300 
5,344 
6,066 
6,763 
7,411 
7,505 
10,444 
Return on Equity 
(ROE) (%) 
43,26% 
31.04% 
30.17% 
24.63% 
24.28% 
20.63% 
13.32% 
28.32% 
41.24% 
<$>The data for 1988 is not available to calculate the average value of 
Shareholder Equity and also ROE Ratio, thus the rate of 1989 has not been 
shown in the table and graph. 
Source: Compiled and Computed by the Research Scholar from the Annual 
Reports of CPF. 
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FIGURE N0.32: CHART SHOWING ANALYSIS OF RETURN 
ON EQUITY (ROE) OF CPF 
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satisfactory because the growth rate was found to be negative. In 1996 
it went up to 1,356 million baht or 6% growth from previous year. In 
1997 due to certain discrepancies, there was a net loss of 1,156 million 
baht leading to a marked dip of the trend line. In the last year of the 
study the company earned the maximum amount of net profit of 3,735 
million baht or an increase of 423% from the previous year. 
The profit of CPF after tax and before tax was 260 million baht 
and 301 million baht respectively in 1989. In 1990, the PBT increased 
to 352% from the previous year which was the maximum amount of 
PBT under the study. Dunng 1991 the PBT was not satisfactory 
because it made a negative effect. In 1992 it again picked up to 
become 1,422 million baht. In 1993, 1994 and 1995 it was 1,438, 1,824 
and 1,905 million baht respectively. In 1996 saw decline in PBT when it 
became 1,470 million baht. It went up from 2,594 million Baht in 1997 
to 4,819 million Baht in 1998. In the years 1990, 1997 and 1998 the 
growth rate of PBT was high. But the same came down to -20% and 
-23% in 1991 and 1996. The profit after tax (PAT) in 1989 was 260 
million baht. In 1990 it rose to 1,289 million baht which increased 396% 
from the previous year. In 1991 it was 1,027 million baht which means 
a decrease from 1990 by -20%. In 1992 it rose to 1,297 million baht or 
26%). It went up to 1,316 and 1,473 million baht in 1993 and 1994. 
There was a successive decline for two years in 1995 and 1996 when 
PAT was 1,395 and 987 million baht respectively. But towards 1997 it 
again went up to 2,125 million baht and was 4,307 million baht in 1998. 
However, in 1990, 1997 and 1998 the grov^h rate was quite 
impressive, but was found to be -20%, -5% and -29% in three out of 
ten years. Net profits before tax and after tax are shown in the Table 
No.23 and Figure No.36. The growth of profit is shown in Figure No.37. 
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TABLE NO.20 
ANALYSIS OF EARNING POWER RATIO OF CPF 
Year 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
Profit after tax 
(PAT) 
(Million Baht) 
260 
1,289 
1,027 
1,297 
1,316 
1,473 
1,395 
987 
2,125 
4,307 
Total Assets 
(Million Baht) 
5,747 
9,976 
11,749 
13,890 
14,183 
15,718 
20,772 
21,967 
23,817 
29,814 
Earning 
Power 
(%) 
4.5% 
12.9% 
8.7% 
9.3% 
9.3% 
9.4% 
6.7% 
4.5% 
8.9% 
14.4% 
Source: Compiled and Computed by the Research Scholar from the Annual 
Reports of CPF. 
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FIGURE N0.33: CHART SHOWING ANALYSIS OF EARNING 
POWER RATIO OF CPF 
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TABLE NO.21 
GROWTH OF SALES ANALYSIS OF CPF FROM 1989-1998 
Year 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
Sale 
(Million Baht) 
3,819 
11,421 
16,146 
18,201 
18,530 
20,992 
23,978 
24,517 
28,235 
35,670 
Growth Rate (%) 
199 
41 
13 
2 
13 
14 
2 
15 
26 
<$> The data for 1988 is not available, thus the Sale 
growth rate of 1989 has not been shown in the 
table and graph. 
Source: Compiled and Computed by the Research Scholar from the Annual 
Reports of CPF. 
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FIGURE N0.34: CHART SHOWING GROWTH OF SALES 
ANALYSIS OF CPF FROM 1989-1998 
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Source: Compiled by the Research Scholar from the Annual Reports of CPF. 
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TABLE N0.22 
GROWTH OF NET PROFIT ANALYSIS OF CPF FROM 1989-1998 
Year 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
Net Profit 
(Million Baht) 
259 
624 
914 
1,195 
1,222 
1,351 
1,278 
1,358 
-1,156 
3,735 
Growth Rate 
(%) 
141 
46 
31 
2 
11 
-5 
6 
-185 
423 
<^  The data for 1988 is not available, thus the 
growth rate of 1989 has not been shown in the 
table and graph. 
Source: Compiled and Computed by the Research Scholar from the Annual 
Reports of CPF. 
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FIGURE N0.35: GROWTH OF NET PROFIT ANALYSIS OF CPF 
FROM 1989-1998 
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TABLE NO.23 
GROWTH OF PROFIT BEFORE TAX AND AFTER TAX OF CPF 
FROM 1989-1998 
Year 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
Profit before 
tax (PBT) 
(Million Baht) 
301 
1,361 
1,095 
1,422 
1,438 
1,824 
1,905 
1,470 
2,594 
4,813 
Growth Rate 
of PBT 
(%) 
352 
-20 
30 
1 
27 
4 
-23 
76 
86 
Profit after 
tax (PAT) 
(Million Baht) 
260 
1,289 
1,027 
1,297 
1,316 
1,473 
1,395 
987 
2,125 
4,307 
Growth 
Rate of PAT 
(%) 
396 
-20 
26 
1 
12 
-5 
-29 
115 
103 
<S> The data for 1988 is not available, thus the growth rate of 1989 has not been 
shown in the table and graph. 
Source: Compiled and computed by the Research Scholar from the Annual 
Reports of CPF. 
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FIGURE N0.36: GROWTH OF PROFIT BEFORE TAX AND 
AFTER TAX OF CPF FROM 1989-1998 
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FIGURE N0.37: GROWTH OF PROFIT OF CPF FROM 1989-1998 
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TREND ANALYSIS 
In financial analysis the direction of changes over a period of 
years is of crucial importance. Time series or trend analysis of ratios 
indicates the direction of change. This kind of analysis is particularly 
applicable to the items of profit and loss account. It is advisable that 
trends of sales and net income are studied in the light of two factors: 
rate of fixed expansion or secular trend in the growth of the business 
and the general price level. It might be found in practice that a number 
of firms would show a persistent growth over a period of years. But to 
get a true trend of growth, the sale figures should be adjusted by a 
suitable index of general prices. In other words, sales figures should be 
deflated for raising the price level. When the resulting figures are 
shown on a graph, we get a trend of growth devoid of price changes. 
Another method of securing trend of growth which can be used instead 
of the adjusted sales figures or as a check on them is to tabulate and 
plot the output or physical volume of sales expressed in suitable units 
of measure. If the general price level is not considered while analyzing 
the trend of growth, it can mislead the management. They may become 
unduly optimistic in periods of prosperity and pessimistic in dull 
periods.^ 
For trend analysis, the use of index numbers is generally 
advocated. The procedure followed is to assign the number 100 to 
items of the base year and to calculate percentage changes in each 
item of other years in relation to the base year. This procedure may be 
called as "trend-percentage metfiod." 
Table No.24 and Figure No.38 depicts the trend percentage for 
profit and loss statement and balance sheet items. CPF's sales have 
increased faster than all trend percentage while EBIT and PAT have 
^ Pandey, IM, Op. cit., pp.145-146. 
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seen fluctuations. But in the last year of the study the trend indicated 
excellent results. Current liabilities have increased faster than current 
assets, while there were ups and downs in case of current assets. 
Gross fixed assets trend has been slightly fluctuating but in 1998 these 
were maximize. Net assets have increased faster than total assets and 
shareholder' equity trend while total assets have increased faster than 
shareholder' equity. 
TABLE N0.24 
TREND ANALYSIS OF CPF FROM 1989-1998 
TREND ANALYSIS 
Sales 
EBIT 
PAT 
Current assets 
Current liabilities 
Gross fixed 
assets 
Net assets 
Total assets 
Shareholder 
equity 
1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 
Million Baht 
100 
100 
100 
100 
100 
100 
100 
100 
100 
299 
506 
496 
176 
253 
207 
231 
174 
103 
423 
507 
395 
210 
358 
240 
312 
204 
122 
477 
549 
499 
233 
434 
260 
348 
242 
171 
485 
514 
506 
209 
550 
249 
353 
247 
194 
550 
622 
567 
258 
503 
242 
396 
273 
220 
628 
710 
537 
438 
619 
249 
447 
361 
241 
642 
642 
380 
543 
781 
244 
456 
382 
264 
740 
1,022 
817 
540 
1,000 
280 
521 
414 
248 
934 
1,675 
1657 
831 
1,203 
393 
649 
519 
465 
Source: Compiled and computed by the Research Scholar from Annual 
Reports of CPF. 
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Inter-Firm Analysis 
A firm would like to know its financial standing vis-a-vis' its major 
competitors and the industry group. The analysis of the financial 
performance of all firms in an industry and their comparison at a given 
point of time is referred to the cross-section analysis or the inter-firm 
analysis. To ascertain the relative financial standing of a firm, its 
financial ratios are compared either with its immediate competitors or 
with the industry average.^ We have used the data of sale to the inter-
firm comparison. 
During the first quarter of 1999, sales at CPF totaled 11.47 
billion Thai Bahts.^ 
During the year ended December of 1998, sales at CPF were 
35.67 billion Thai Bahts (US$950.25 million). This is an increase of 
26.3% versus 1997, when the company's sales were 28.24 billion Thai 
Bahts. This was the fifth consecutive year of sales increase at CPF 
(and since 1993, sales have increased a total of 92%) 
The CPF's sales increased faster in 1998 than at all three 
comparable companies. While Charoan Pokphand Foods Public Co., 
Ltd. (formerly Charoan Pokphand Feedmlll Public Company Limited) 
enjoyed a sales Increase of 26.3%, the other companies say smaller 
Increase: Takasago International Corporation sales were up 6.0%, NG 
Fung Hong Limited increased 8.8%, and Hoko Fishing Co. Ltd. 
experienced a sales decline of 4.2%. 
' Pandey, IM, Op. cit, p. 146, 
^"Research Report-Charoan Pokphand Foods Public Co. Ltd.", 
http.//www.cpf.co.th/. Thailand IQQQ 
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The company currently employs 3,741. With sales of 35,67 
billion Thai Baht (US$950.25 million), this equated to sale of 
US$254,010 per employee in 1998. ^ 
TABLE NO. 25 
Sales Comparisons (Fiscal Year Ending 1998) 
Company 
Charoan 
Pokphand 
Foods Public 
Co. Ltd 
Takasago 
International 
Corporation 
NG Fung Hong 
Limited 
Hoko Fishing 
Co., Ltd. 
Year 
Ended 
DeG-98 
Mar-98 
Dec-98 
Mar-98 
Sales 
(US$mins) 
950.253 
956.807 
889.569 
992.779 
Sales 
Growth 
26.3% 
6.0% 
8.8% 
-4,2% 
Sales/Emp 
(US$) 
254,010 
969,410 
N/A 
1,467,058 
Largest 
Region 
N/A 
Japan 
(77.1%) 
Hong 
Kong 
(75.0%) 
N/A 
Source "Research Report of Charoan Pokphand Foods Public Co. 
Ltd.", http://www.cpf.co.th/ . 
FUND FLOW ANALYSIS 
The fund flow analysis in Table No.26 show that dunng the 
penod 1989-1990, sources to the tune of 4,321 million Baht were 
generated by increasing the current liabilities by 1,391 million Baht, 
Op. at. 
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debentures by 15 million Baht, minority interest in consolidated 
subsidiaries by 551 million Baht, long-term loan by 2,181 million Baht 
and shareholder's equity by 93 million Baht. These funds were utilized 
for increasing the current assets by 1,217 million Baht, long-term 
investment-at cost by 47 million Baht, property, plant and equipment-at 
cost by 2,514 million Baht, other assets by 68 million Baht and excess 
of cost over equity in net assets by 385 million Baht. Table 27 shows 
that during the period 1990-1991, source to the tune of 1,989 million 
Baht were generated by reducing the other assets by 26 million Baht 
and excess of cost over equity in net assets by 26 million Baht, 
increasing the current liabilities by 951 million Baht, long-term loan by 
367 million Baht, minority interest in consolidated subsidiaries by 54 
million Baht and shareholder's equity by 565 million Baht. These funds 
were utilized for increasing the current assets by 548 million Baht, long-
term investment-at cost by 511 million Baht, property, plant and 
equipment at cost by 765 million Baht and decreasing debentures by 
165 million Baht. 
During the period 1991-1992, sources to the tune of 2,734 
million Baht were generated by reducing property, plant and equipment 
at cost by 411 million Baht and excess of cost over equity in net assets 
by 52 million Baht and by increasing current liabilities by 595 million 
Baht, minonty interest in consolidated subsidiaries by 259 million Baht 
and shareholder's equity by 1,417 million Baht. These were utilized for 
increasing current assets by 363 million Baht, long-term investment at 
cost by 1,256 million Baht, land at appraised value by 891 million Baht 
and other assets by 93 million Baht, and reducing debenture by 75 
million Baht and long-term loan by 56 million Baht. All this has been 
shown through Table No. 28. 
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TABLE NO.26 
FUND FLOW ANALYSIS FROM 1989-1990 
Balance Sheet Changes 
December 31, 1989 and Decembern31, 1990 (Million Baht) 
1989 1990 Change 
ASSETS: 
Current Assets 
Long-Term Investment - At Cost 
Property, Plant and Equipment - At Cost 
Other Assets 
Excess of Cost Over Equity in Net Assets -
^^^ 608 993 (+) 385 
Total Assets 5,746 9,977 (+) 4,231 
LIABILITIES AND SHAREHOLDER'S 
EQUITY: 
1,600 
811 
2,348 
379 
2,817 
858 
4,862 
447 
(+) 
(+) 
(+) 
(+) 
1217 
47 
2,514 
68 
Current Liabilities 
Long-Term Loan 
Debentures 
Minonty Interest in Consolidated 
Shareholder's Equity -
Total Funds 
•Net 
subsidiaries 
907 
1,382 
300 
224 
2,933 
5,746 
2,298 
3,563 
315 
775 
3,026 
9,977 
(+) 
(+) 
(+) 
(+) 
(+) 
(+) 
1,391 
2,181 
15 
551 
93 
4,231 
Source: Compiled and computed by the Research Scholar from the Annual 
Reports of CPF Vol. 1989-1990. 
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•low Analysis 
Amount 
1,391 
15 
1 
551 
2,181 
iity 93 
4,231 
(Mi illion Baht) 
% 
32.9 
0.4 
13.0 
51.5 
2.2 
100.00 
Sources 
Increase in Current liabilities 
Increase in Debentures 
Increase in Minority interest in 
consolidated subsidiaries 
Increase in Long-term loan 
increase in Shareholder's equit  
Total sources 
Uses 
Increase in Current Assets 1,217 28.8 
Increase in Long-term investment At 
cost 47 11 
Increase in Property, Plant and 
Equipment - At cost 2,514 59.4 
Increase in Other assets 68 1.6 
Increase in Excess of cost over equity 
in Net assets - Net 385 9.1 
Total Uses 4,231 100.00 
Source: Compiled and computed by the Research Scholar from the Annual 
Reports of CPF Vol. 1989-1990. 
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TABLE NO.27 
FUND FLOW ANALYSIS FROM 1990-1991 
Balance Sheet Char iges 
December 31, 1990and Decembern31, 
ASSETS: 
Current Assets 
Long-Term Investment - At Cost 
Property. Plant and Equipment - At 
Cost 
Other Assets 
Excess of Cost Over Equity in Net 
Assets - Net 
Total Assets 
1990 
2,817 
858 
4,862 
447 
993 
9,977 
1991 
1991 
3,365 
1,369 
5,627 
421 
967 
11,749 
(Million Baht) 
Change 
(+) 
{+) 
(+) 
(-) 
(-) 
(+) 
548 
511 
765 
(26) 
(26) 
1,772 
LIABILITIES AND SHAREHOLDER'S 
EQUITY: 
Current Liabilities 
Long-Term Loan 
Debentures 
Minority Interest in Consolidated 
subsidiaries 
Shareholder's Equity - Net 
Total Funds 
2,298 
3,563 
315 
775 
3,026 
9,977 
3,249 
3,930 
150 
829 
3,591 
11,749 
(+) 
(+) 
(-) 
(+) 
(+) 
(+) 
951 
367 
(165) 
54 
565 
1,772 
Source: Compiled and computed by the Research Scholar from the Annual 
Report of CPF Vol.1991. 
182 
Funds Flow Analysis 
Sources 
Increase in Current liabilities 
Increase in Long-term loan 
Increase in Minority interest in consolidated 
subsidiaries 
increase in Shareholder's equity 
Decrease in Other assets 
Decrease in Excess of cost over equity in Net 
assets - Net 
Total sources 
(Wlillion 
Amount 
951 
367 
54 
565 
26 
26 
1,989 
Baht) 
% 
47.81 
18.45 
2.71 
28.41 
1.31 
1.31 
100.00 
Uses 
Increase in Current Assets 548 27.55 
Increase in Long-term investment At cost 511 25.69 
Increase in Property, Plant and Equipment - At cost 765 38.46 
Decrease in Debenture 155 8 30 
Total Uses 1,989 100.00 
Source.- Compiled and computed by the Research Scholar from the Annual 
Report of CPF Vol. 1991. 
183 
TABLE N0.28 
FUND FLOW ANALYSIS FROM 1991-1992 
Balance Sheet Changes 
December 31, 1991 and DecembernSI, 
ASSETS: 
Current Assets 
Long-Term Investment - At 
Cost 
Land at appraised value 
Property, Plant and Equipment - At 
Cost 
Other Assets 
Excess of Cost Over Equity in Net 
Assets-Net 
Total Assets 
1991 
3,365 
1,369 
696 
4,926 
426 
967 
11,749 
1992 
1992 
3,728 
2,625 
1,587 
4,515 
519 
915 
13,889 
(Mil 
(+) 
(+) 
(+) 
(-) 
(+) 
(-) 
(+) 
llion Baht) 
Change 
363 
1,256 
891 
(411) 
93 
(52) 
2,140 
LIABILITIES AND SHAREHOLDER'S 
EQUITY: 
Current Liabilities 
Long-Term Loan 
Debentures 
Minonty Interest in Consolidated 
subsidiaries 
Shareholder's Equity - Net 
Total Funds 
3,340 
3,839 
150 
829 
3,591 
11,749 
3,935 
3,783 
75 
1,088 
5,008 
13,889 
(+) 
(-) 
(-) 
(+) 
(+) 
(+) 
595 
(56) 
(75) 
259 
1,417 
2,140 
Source: Compiled and computed by the Research Scholar from the Annual 
Report of CPF Vol. 1992. 
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Funds Flow Analysis^ 
(Million Baht) 
Amount % 
259 
1,417 
411 
52 
2,734 
9.47 
51.83 
15.03 
1.90 
100.00 
Sources 
Increase in Current liabilities 595 21.76 
Increase in Minority interest in consolidated 
subsidiaries 
Increase in Shareholder's Equity - Net 
Decrease in Property, Plant and Equipment - At 
cost 
Decrease in Excess of cost over equity in Net 
assets - Net 
Total sources 
Uses 
Increase in Current Assets 
Increase in Long-term investment At cost 
Increase in Land at appraised value 
Increase in Other Assets 93 3.40 
Decrease in Debentures 75 2.74 
Decrease in Long-term loan 56 2.05 
Total Uses 2,734 100.00 
363 
1,256 
891 
13.28 
45.94 
32.59 
Source: Compiled and computed by the Research Scholar from the Annual 
ReportofCPF Vol.1992. 
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In the period 1992-1993 following Table No.29, reserves to the 
tune of 2,370 million Baht were generated by reducing current assets 
by 389 nnillion Baht, property, plant and equipment-at cost by 254 
million Baht, other assets by 10 million Baht and excess of cost over 
equity in net assets by 24 million Baht and by increasing current 
liabilities by 977 million Baht, minority interest in consolidated 
subsidianes by 44 million Baht, and shareholder's equity by 672 million 
Baht. These funds were utilized for increasing long-term investment-at 
cost by 968 million Baht, appraising the value of land by 3 million Baht, 
along with reducing long-term loan by 1,324 million Baht and 
debentures by 75 million Baht. 
Table No.30 clarifies that during the period 1993-1994, sources 
to the tune of 1,926 million Baht were generated by reducing the 
property, plant and equipment at-cost by 175 million Baht, other assets 
by 30 million Baht and excess of cost over equity in net assets by 25 
million. At the same time increasing by long-term loan 855 million Baht, 
minority interest in consolidated subsidiaries 72 million Baht and 
shareholder's equity by 769 million Baht. These funds were utilized for 
increasing the current assets by 796 million Baht, long-term investment 
at cost by 952 million Baht land by 15 million Baht, and reducing 
current liabilities by 163 million Baht. 
Table No.31. makes an analysis of the flow of fund for the period 
1994-1995, which reveals that sources to the tune of 5,068 million Baht 
were generated by reducing the excess of cost over equity in net 
assets by 14 million Baht and by increasing current liabilities by 1,176 
million Baht, long-term loan by 649 million Baht, debentures by 2,524 
million Baht, minonty interest in consolidated subsidiaries by 81 million 
Baht and shareholder's equity by 624 million Baht. These funds were 
utilized for increasing current assets by 2,877 million Baht, long-term 
investment at-cost by 2,027 million Baht, land by 3 million Baht and 
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property, plant and equipment at-cost by 154 million Baht, and 
reducing other assets by 7 million Baht. 
The fund flow analysis in Table No.32 shows that dunng the 
penod 1995-1996, sources to the tune of 2,801 million Baht were 
generated by reducing the long-term investment-at cost by 358 million 
Baht, property, plant and equipment at cost by 102 million Baht, other 
assets by 13 million Baht and excess of cost over equity in net assets 
by 25 million Baht simultaneously increasing the current liabilities by 
1,473 million Baht, debentures by 42 million Baht, minority interest in 
consolidated subsidiaries by 77 million Baht and shareholder's equity 
by 711 million Baht. These funds were utilized for increasing the 
current assets by 1,730 million Baht and for paying long-term loan 
worth 1,071 million Baht. 
Table No.33 shows that during the period 1996-1997 were 2,978 
million Baht. These were generated by reducing excess of cost over 
equity in net assets by 25 million Baht and increasing current liabilities 
by 1,890 million Baht, debentures by 1,011 million Baht and minority 
interest in consolidated subsidiaries by 52 million Baht. These funds 
were utilized for increasing current assets by 2 million Baht, long-term 
investment by 704 million Baht, land by 540 million Baht, property, 
plant and equipment by 283 million Baht and other assets by 301 
million Baht, along with reducing long-term loan by 584 million Baht 
and shareholder's equity by 564 million Baht. 
In 1997-1998 reserves to the tune of 10,480 million Baht were 
generated by reducing long-term investment-at cost by 644 million Baht 
and excess of cost over equity in net assets by 802 million Baht, and 
increasing current liabilities by 1,839 million Baht, debentures by 123 
million 
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TABLE NO.29 
FUND FLOW ANALYSIS FROM 1992-1993 
Balance Sheet Changes 
December 31, 1992 and Decembern31, 
ASSETS: 
Current Assets 
Long-Term Investment - At 
Cost 
Land at appraised value 
Property, Plant and Equipment - At 
Cost 
Other Assets 
Excess of Cost Over Equity in Net 
Assets-Net 
Total Assets 
1992 
3,728 
2,625 
1,587 
4,515 
519 
915 
13,889 
1993 
1993 
3,339 
3.593 
1,590 
4,261 
509 
891 
14,183 
(Mi 
(-) 
(+) 
(+) 
(-) 
(-) 
(-) 
{+) 
llion Baht) 
Change 
(389) 
968 
3 
(254) 
(10) 
(24) 
294 
LIABILITIES AND SHAREHOLDER'S 
EQUITY: 
Current Liabilities 
Long-Term Loan 
Debentures 
Minority Interest in Consolidated 
subsidiaries 
Shareholder's Equity - Net 
Total Funds 
4,010 
3,708 
75 
1,088 
5,008 
13,889 
4,987 
2,384 
-
1,132 
5,680 
14,183 
(+) 
(-) 
(-) 
(+) 
(+) 
(+) 
977 
(1,324) 
(75) 
44 
672 
294 
Source: Compiled and computed by the Research Scholar from the Annual 
Report of CPF Vol. 1993. 
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Funds Flow Analysis 
(Million Baht) 
Amount % 
Sources 
Increase in Current liabilities 977 41.22 
Increase in Minority interest in consolidated subsidiaries 44 1.86 
Increase in Shareholder's Equity - Net 672 28.35 
Decrease in Current Assets 389 16.41 
Decrease in Property, Plant and Equipment - At cost 254 10.72 
Decrease in Other Assets 10 0.42 
Decrease in Excess of cost over equity in Net assets - Net 24 1.01 
Total sources 2,370 100.00 
Uses 
Increase in Long-term investment At cost 968 40.84 
Increase in Land at appraised value 3 0.13 
Decrease in Long-term loan 1,324 55.86 
Decrease in Debentures 75 3 16 
Total Uses 2,370 100.00 
Source: Compiled and computed by the Research Scholar from the Annual Report of 
CPF Vol. 1993. 
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TABLE NO.30 
FUND FLOW ANALYSIS FROM 1993-1994 
Balance Sheet Changes 
December 31, 1993 and December 31, 1994 (Million Baht) 
1993 1994 Change 
ASSETS: 
Current Assets 
Long-Term Investment - At 
Cost 
Land at appraised value 
Property, Plant and Equipment -
At Cost 
Other Assets 
Excess of Cost Over Equity in Net 
Assets-Net 
Total Assets 
3,339 
3,593 
1,592 
4,248 
522 
891 
14,185 
4,135 
4,545 
1,607 
4,073 
492 
866 
15,718 
(+) 
(+) 
(+) 
(-) 
(-) 
(-) 
(+) 
796 
952 
15 
(175) 
(30) 
(25) 
1,533 
LIABILITIES AND SHAREHOLDER'S 
EQUITY: 
Current Liabilities 4,727 4,564 (-) (163) 
Long-Term Loan 2,644 3,499 (+) 855 
Debentures 
Minority Interest in Consolidated 
subsidiaries 
Shareholder's Equity - Net 
Total Funds 
1,132 
5,682 
14,185 
1,204 (+) 
6,451 (+) 
15,718 (+) 
72 
769 
1,533 
Source: Compiled and computed by the Research Scholar from the Annual 
Report of CPF Vol. 1994. 
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^ u n d s Flow Analysis 
(Million Baht) 
Amount % 
Sources 
Increase in Long-term loan 855 44.39 
Increase in Minority interest in consolidated 
subsidiaries 72 3.74 
Increase in Shareholder's Equity - Net 
Decrease in Property, Plant and Equipment - At cost 
Decrease in Other Assets 
Decrease in Excess of cost over equity in Net assets -
Net 
Total sources 
Uses 
Increase in Current Assets 
Increase in Long-term investment At cost 
Increase in Land at appraised value 
Decrease in Current Liabilities 
Total Uses 
769 
175 
30 
25 
1,926 
39.93 
9.09 
1.56 
1.30 
100.00 
796 
952 
15 
163 
1,926 
41.33 
49.43 
0.78 
8.46 
100.00 
Source: Compiled and computed by the Research Scholar from the Annual 
Reportof CPF Vol. 1994 
191 
TABLE N0.31 
FUND FLOW ANALYSIS FROM 1994-1995 
Balance Sheet Changes 
December 31, 1994 and December 31, 1995 (Million Baht) 
1994 1995 Change 
ASSETS: 
Current Assets 4,135 7,012 (+) 2,877 
Long-Term Investment - At Cost 
Land at appraised value 
Property, Plant and Equipment -
At Cost 
Other Assets 
Excess of Cost Over Equity in Net 
Assets-Net 
Total Assets 
LIABILITIES AND SHAREHOLDER'S 
EQUITY: 
4,545 
1,607 
4,073 
492 
866 
15,718 
6,572 
1,610 
4,227 
499 
852 
20,772 
(+) 
(+) 
(+) 
(+) 
(-) 
(+) 
2,027 
3 
154 
7 
(14) 
5,054 
Current Liabilities 
Long-Term Loan 
Debentures 
Minority Interest in Consolidated 
subsidiaries 
Shareholder's Equity - Net 
Total Funds 
4,438 
3,625 
-
1,204 
6,451 
15,718 
5,614 
4,274 
2,524 
1,285 
7,075 
20,772 
(+) 
(+) 
(+) 
(+) 
(+) 
(+) 
1,176 
649 
2,524 
81 
624 
5,054 
Source: Compiled and computed by the Research Scholar from the Annual 
Reportof CPF Vol. 1995. 
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Funds Flow Analysis 
(Million Baht) 
Sources 
Increase in Current Liabilities 
Increase in Long-term loan 
increase in Debentures 
Increase in Minority interest in consolidated subsidiaries 
Increase in Shareholder's Equity - Net 
Decrease in Excess of cost over equity in Net assets - Net 
Total sources 
Uses 
Increase in Current Assets 
Increase in Long-term investment At cost 
Increase in Land at appraised value 
Increase in Property, Plant and Equipment - At cost 
Increase in Other Assets 
Total Uses 
Amount % 
1,176 
649 
2,524 
81 
624 
14 
5,068 
23.20 
12.81 
49.80 
1.60 
12.31 
0.28 
100.00 
2,877 
2,027 
3 
154 
7 
5,068 
56.77 
40.00 
0.06 
3.04 
0.14 
100.00 
Source: Compiled and computed by the Research Scholar from the Annual 
Report of CPF Vol. 1995. 
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TABLE N0.32 
FUND FLOW ANALYSIS FROM 1995-1996 
Balance Sheet Changes 
December 31, 1995 and December 31, 1996 (Million Baht) 
1995 1996 Change 
ASSETS: 
Current Assets 
Long-Term Investment - At 
Cost 
Land at appraised value 
Property, Plant and Equipment - At 
Cost 
Other Assets 
Excess of Cost Over Equity in Net 
Assets-Net 
Total Assets 
LIABILITIES AND SHAREHOLDER'S EQUITY: 
6,962 
6,585 
1,610 
4,227 
499 
852 
20,735 
8,692 
6,227 
1,610 
4,125 
486 
827 
21,967 
(+) 
(-) 
{-) 
(-) 
(-) 
(+) 
1,730 
(358) 
-
(102) 
(13) 
(25) 
1,232 
Current Liabilities 
Long-Term Loan 
Debentures 
Minority Interest in Consolidated 
subsidiaries 
Shareholder's Equity - Net 
Total Funds 
5,614 
4,274 
2,524 
1,287 
7,036 
20,735 
7,087 
3,203 
2,566 
1,364 
7,747 
21,967 
(+) 
(-) 
(+) 
(+) 
(+) 
(+) 
1,473 
(1,071) 
42 
77 
711 
1,232 
Source: Compiled and computed by the Research Scholar from the Annual 
ReportofCPF Vol.1996. 
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Funds Flow Analysis 
Uses 
Increase in Current Assets 
Decrease in Long-Term Loan 
Total Uses 
(Million Baht) 
Amount % 
Sources 
Increase in Current Liabilities 1,473 
Increase in Debentures 42 
Increase in Minority interest in consolidated 
subsidiaries 77 
Increase in Shareholder's Equity - Net 711 
Decrease in Long-term investment At cost 358 
Decrease in Property, Plant and Equipment -
At cost 102 
Decrease Other Assets 13 
Decrease in Excess of cost over equity in Net 
assets - Net 25 
Total sources 2,801 
52.59 
1.50 
2,75 
25.38 
12.78 
3.64 
0.46 
0.89 
100.00 
1,730 
1,071 
2,801 
61 76 
38.24 
100.00 
Source: Compiled and computed by the Research Scholar from the Annual 
ReportofCPF Vol.1996 
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TABLE N0.33 
FUND FLOW ANALYSIS FROM 1996-1997 
Balance Sheet Changes 
December 31, 1996 and December 31, 1997 (Million Baht) 
1996 1997 Change 
ASSETS: 
Current Assets 
Long-Term Investment - At Cost 
Land at appraised value 
Property, Plant and Equipment -
At Cost 
Other Assets 
Excess of Cost Over Equity in Net 
Assets-Net 
Total Assets 
8,637 
6,694 
1,610 
4,138 
105 
827 
22,011 
8,639 
7,398 
2,150 
4,421 
406 
802 
23,816 
(+) 
(+) 
(+) 
(+) 
(+) 
(-) 
(+) 
2 
704 
540 
283 
301 
(25) 
1,805 
LIABILITIES AND SHAREHOLDER'S EQUITY: 
Current Liabilities 
Long-Term Loan 
Debentures 
Minority Interest in Consolidated 
subsidiaries 
Shareholder's Equity - Net 
Total Funds 
7,183 
3,053 
2.566 
1,383 
7,826 
22,011 
9,073 
2,469 
3,577 
1,435 
7,262 
23,816 
(+) 
(-) 
(+) 
(+) 
(-) 
(+) 
1,890 
(584) 
1,011 
52 
(564) 
1,805 
Source: Compiled and computed by the Research Scholar from the Annual 
ReportofCPF Vol.1997 
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Funds Flow Analysis 
Sources 
Increase in Current Liabilities 
Increase in Debentures 
Increase in Minority interest in consolidated subsidiaries 
Decrease in Excess of cost over equity in Net assets - Net 
Total sources 
Uses 
Increase in Current Assets 
Increase in Long-term investment At cost 
Increase in Land at appraised value 
Increase in Property, Plant and Equipment - At cost 
Increase Other Assets 
Decrease in Long-Term Loan 
Decrease in Shareholder's Equity - Net 
Total Uses 
(Million Baht) 
Amount % 
1,890 
1,011 
52 
25 
2,978 
63.47 
33.95 
1.75 
0.84 
100.00 
2 
704 
540 
283 
301 
584 
564 
2,978 
0.07 
23.64 
18 13 
9.50 
10.11 
19.61 
18.94 
100.00 
Source: Compiled and computed by the Research Scholar from the Annual 
Report of CPF Vol.1997 
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Baht, excess of equity in net assets of subsidiaries over cost by 778 
million Baht and shareholder's equity by 6,294 million Baht. These 
funds were utilized for increasing the current assets by 4,609 million 
Baht, land at appraised value by 1,661 million Baht, building and 
equipment-at cost by 1,005 million Baht and other assets by 99 million 
Baht, plus reducing long-term loan by 1,796 million Baht and minority 
interest in consolidated subsidiaries by 1,310 million Baht as shown in 
Table No.34. 
COMPETITOR ANALYSIS: 
Charoan Pokphand Foods Public Co. Ltd (formerly Charoan 
Pokphand Feedmill Public Company Limited) operates within the Food 
and Beverages industry and the sub industry in which it operates is the 
Miscellaneous Food sector. This analysis compares CPF with three 
other companies in the same sub industry in Australasia: Takasago 
International Corporation of Japan (1998 sales of 102.77 billion 
Japanese Yen [US$956.81 million] of which 98% was Fragrance, 
Flavonngs and Fine Chemicals), NG Fung Hong Limited of Hong Kong 
(6.92 billion Hong Kong Dollars [US$889.57 million] of which 63% was 
Production and distribution of food stuffs), and HoKo Fishing Co., Ltd. 
which is based in Japan (99.12 billion Japanese Yen) [US$922.78 
million] of which 49% was Fresh/Frozen Fish and other Marine Goods). 
CONCLUSION: 
The present chapter presents an analysis of the financial 
performance of CPF on the basis of different parameters viz., ratio 
analysis, fund flow analysis, trend analysis, inter-firm analysis and 
competitor analysis. The tabulation, calculation and interpretation of 
various ratios for the period 1989 to 1998 of the corporation form the 
major portion of this unit. Financial ratios analyzed here are the 
Liquidity, Leverage, Activity and Profitability ratios. In fact these are the 
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TABLE NO.34 
FUND FLOW ANALYSIS FROM 1997-1998 
Balance Sheet Ch; anges 
December 31, 1997 and December 31, 
ASSETS: 
Current Assets 
Long-Term Investment - At Cost 
Land at appraised value 
Building and Equipment - At Cost 
Other Assets 
Excess of Cost Over Equity in Net 
Assets-Net 
Total Assets 
1997 
8,692 
7,467 
2,279 
4,292 
353 
802 
23,885 
1998 
1998 
13,301 
6,823 
3,940 
5,297 
452 
-
29,813 
(Million Baht) 
Cha 
(+) 
(-) 
(+) 
(+) 
(+) 
(-) 
(+) 
nge 
4,609 
(644) 
1.661 
1,005 
99 
(802) 
5,928 
LIABILITIES AND SHAREHOLDER'S EQUITY: 
Current Liabilities 9,073 10,912 (+) 1,839 
Long-Term Loan 2,469 673 (-) (1,796) 
Debentures 3,577 3,700 (+) 123 
Excess of equity in Net Assets of 
subsidiaries over cost - Net - 778 (+) 778 
Minority Interest in Consolidated 
subsidiaries 
Shareholder's Equity - Net 
Total Funds 
1,436 
7,330 
23,885 
126 
13,624 
29,813 
(-) 
(+) 
(+) 
(1,310) 
6,294 
5,928 
Source: Compiled and computed by the Research Scholar from the Annual 
Report of CPF Vol.1998. 
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Funds Flow Analysis 
Sources 
Increase in Current Liabilities 
Increase in Debentures 
Increase in Excess of equity in Net Assets of 
subsidiaries over cost - Net 
Increase in Shareholder's Equity - Net 
Decrease in Long-Term Investment - At Cost 
Decrease in Excess of cost over equity in Net 
assets - Net 
Total sources 
Uses 
Increase in Current Assets 
Increase in Land at appraised value 
Increase in Building and Equipment - At Cost 
Increase in Other Assets 
Decrease in Long-Term Loan 
Decrease in Minonty Interest in Consolidated 
subsidiaries 
Total Uses 
(Million 
Amount 
1,839 
123 
778 
6,294 
644 
802 
10,480 
4,609 
1,661 
1,005 
99 
1,796 
1,310 
10,480 
Baht) 
% 
17.55 
1.17 
7,42 
60.06 
6.15 
7.65 
100.00 
43.98 
15.85 
9.59 
0.94 
17 14 
12.50 
100.00 
Source.- Compiled and computed by the Research Scholar from the Annual 
ReportofCPF Vol.1998 
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core areas of business enterprise whicli need to be focused for 
evaluating business efficiency, its long term and short term credit 
standing, working capital policies and policies of leverage. However, a 
ratio does not say much unless compared with a base. Past data 
provide the base for budgeting which is adjusted in the light of 
anticipated future changes. 
Liquidity ratio includes current, acid test and interval measure 
ratio. Current ratio has been considered as degree of variation. 
Through 2:1 has been considered as an acceptable standard, but 
1.33:1 has also known to be satisfactory. In nine out often years, thus 
ratio was less than 1.33. Similarly, Quick Ratio was also marginally 
less than 1:1 (which is the adequate norm) throughout the span of ten 
years if study, through it had definitely tried to achieve it. CPF has 
sufficient liquid assets to finance its operations for many days as is 
clear from the interval measure ratio. The liquidity ratios in all have thus 
been able to meet its current obligations and to sthke a proper balance 
between high liquidity and lack of liquidity. 
To judge the long term viability, financial leverage ratios are 
calculated. Under it, debt ratio, dept-equity ratio, total liabilities ratio 
and interest coverage ratio are discussed. Except the first year i.e., 
1989, debt-equity was found to be satisfactory. Lenders have full faith 
in the concern because of which more than 75% of the net assets, on 
an average, are financed through them. The creditors too are well 
assured of receiving regular interest. Total liabilities are around 50% of 
the total assets. On the basis of its capital structure, the corporation is 
ranked high on safety. 
The relationship between sales and various assets is tested 
fairly with the help of turnover ratios. Inventory turnover of CPF for the 
period was neither too high nor too law, reflecting good management of 
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inventories. For an average span of 50 days, the inventory was held 
before its conversion to sale. Debtors Turnover Ratio is decreasing 
year by year; on the other hand, average collection period is on 
increasing trend. It is not a serious matter but needs to be managed. 
These turnover ratios depending upon the different concept of assets 
employed, the variants of this ratio are. Total assets turnover, fixed 
assets, net assets and current assets turnover ratio, which indicate that 
assets have been utilized efficiently to a large extent except current 
assets which have shown a downward trend. 
The next ratio discussed is the profitability ratio computed on the 
basis of its relation to sales and investment. The gross profit has 
increased from 10.1% to 17.6% in over a decade. Net profit in relation 
to sales has also nearly doubled. One of the major reasons behind this 
being cut in the operating expenditure by 5%. PAT compared to assets 
of the firm was as low as 4.62% in 1996, but it picked up in just two 
years for 16.03%. ROCE recorded the highest of 54% in 1998, 
reflecting efficient utilization of long term funds. Likewise, the concern 
earned 41.24% return on equity in the last year of study after lots of 
ups and downs. This is an indicator of proper management of owner's 
funds. The overall profitability has also increased three fold. CPF is 
reaping the benefits of economics of large scale, with a ten times 
increase in its sale in a period of just ten years, through the growth rate 
did not observe consistent growth. Growth rate of net profit became 
(-)185% in 1997 but recovered marvelously by 1998 when it topped 
the series with 423%. In 1990, the growth of profit before taxes (PBT) 
and profit after taxes (PAT) were found to be quite impressive. During 
the pehod, they even became negative but had tried hard to improve in 
recent years. 
Another equally important tool to judge the change in 
performance over a period of time is the trend analysis. Among all 
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items examined, earning before interests and taxes (EBIT) and profit 
after taxes (PAT) have shown the maximum increase, followed by 
current liabilities which are much more than current assets. Sales have 
also maintained a continuous growth. Through the net assets grew 
manifold, the corporation did not invest much in fixed assets. The net 
worth also increased but not to a large extent. Thousands of other 
conclusions can be arrived from Table No.24. 
After highlighting the concept, importance limitations and other 
aspects of 'fund' and 'fund flow statement' an analysis has been done 
of the uses and sources of funds of the firm for the period 1989 to 1998 
through which we find that CPF has in general been able to prove that 
resources generated by it are put to proper use. 
The goodwill earned by CPF is the result of its good results 
healthy performance. It has acquired a formidable place as a viable 
financial entity after crossing many barriers. A careful study of the 
chapter reveals that the year 1998 has almost in all respects been a 
wonderful year which is an indicator of its bright and prosperous future. 
CHAPTER 
U M M A R V M D CONCLUSION 
Performance appraisal reflects the disposition and utilization of 
the resources in order to achieve the targets efficiently an effectively. 
Performance appraisal is the process that analyzes the various factors 
of organization to evaluate the relative strengths and weaknesses so 
as to meet the opportunities and threat of business environment. 
In business, as in any other area of activity, success is always 
a relative concept; relative to other business organizations or relative to 
some predetermined concept. The implication is that performance may 
be described as of normal standard, above standard, or below 
standard but before performance can be described as standard or 
otherwise, it is first necessary that a rather specific indication of the 
standard be established. Actually a standard should be established for 
virtually every area of business activity, like sales, production, and 
profit to mention a few. 
Measuring and appraising performance involves several distinct 
steps. Specific goals or objectives must be established (these are the 
standards) and there must be evolved some means of measuring the 
extent to which these standards have or have not been met. The 
purpose of organizational appraisal is to determine the organizational 
capability in terms of strengths and weaknesses that lie in the different 
functional areas. This is necessary since the strengths and 
weaknesses have to be matched with the environmental opportunities 
and threats for proper strategy formulation. In organizational appraisal, 
the various forces and influences operating within the internal 
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environment of an organization viz. organizational resource, behaviour, 
synergistic effects and the distinctive competencies of the organization 
have to be analyzed. Organizational capability is dependent on these 
forces and influences. By appraising the organization, the strategists 
have to develop an assessment of their organizational capability to 
compete in the markets. There are a number of considerations in 
organizational appraisal. 
Appraisal of performance of a company can be done through a 
careful and critical analysis of the financial statements. Financial 
analysis helps managers in controlling their enterprise performance. It 
does this by providing them with a system and set of procedures for 
analyzing and understanding financial indicators of performance. The 
two important financial statements are the 'balance sheer and the 'profit 
and loss account. Although any formal statement expressed in money 
value might be thought of as financial statement, the term has come to 
be limited by most accounting and business writers to mean the 
'balance sheet' and the 'profit and loss account'. 
The appraisal or analysis of financial statements spotlights the 
significant facts and relationships concerning management 
performance, corporate efficiency, financial strength and weakness and 
creditworthiness, which would have otherwise been buried in a maze of 
details. 
According to Metoalf and Titard, "Analysis of financial statements 
is a process of evaluating relationship between component parts of 
financial statement to obtain a better understanding of a firm's position 
and performance. The various important techniques of performance 
appraisal through financial statement analysis are: 
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1. Ratio Analysis, 
Under this technique of appraisal, various ratios are 
calculated, the classification of these ratios may be as follows 
(1) Liquidity Ratios (2) Leverage Ratios (3) Activity Ratios 
(4) Profitability Ratios 
2. Trend Analysis 
3. Common-size Statement Analysis 
4. Fund Flow Analysis 
5. Inter-Firm Analysis 
Charoan Pokphand Foods Public company Limited is the largest 
integrated agribusiness company in Thailand. Charoan Pokphand 
Foods Public Company Limited ("CPF") was established in 1978 under 
the name "Charoan Pokphand Feedmill Co., Ltd. After receiving 
promotional privileges from the Board of Investment in 1981, the 
company began production and distribution of animal feed in southern 
Thailand. CPF was listed on the stock Exchange of Thailand in 1987. 
The business had expanded to animal farming. Towards further 
integration, in 1988, CPF began aquaculture operations, especially 
integrated shrimp business in Thailand. Through vigorous research and 
development program, CPF became a pioneer in disease prevention 
as well as in culture systems, which ensure environmental safety. In 
1994 the company became a public limited company. In 1998, CPF 
underwent major business restructuring, acquiring shares of the 
Charoan Pokphand Group Co., Ltd.'s livestock and meat processing 
companies in Thailand. The business restructuring process was 
completed in early 1999, making CPF the flagship agribusiness entity 
under the Charoan Pokphand Group in Thailand. In December 1999, 
the Company's name was changed to the present "Charoan Pokphand 
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Foods Public Company Limited" to reflect the business structure and 
mission to become a world-class food producer. 
CPF's principal business segments are livestock operations and 
aquaculture operations rations. Both business lines are highly vertically 
integrated, which yield the benefits of operational flexibility and 
economies of scale to produce an efficient mix of products while 
reducing the costs of production. The principal operations in CPF 
livestock business involve chicken, swine and table duck, with main 
activities comprising feed production and distribution, animal farming 
and meat processing. In the aquaculture business, operations 
comprise mainly shrimp feed production and distribution, and shrimp 
processing. 
In regards to the company's market status, CPF is the largest 
producer of livestock and shrimp feeds, the largest supplier of 
supermarket table eggs, and the largest supplier of livestock breeders 
and livestock meat in Thailand. CPF, also among the largest Thai 
exporters of frozen chicken and shrimp products. 
The organizational structure of CPF is headed by the Broad of 
Directors. Executive Committee and Audit Committee are the second 
highest level of authority. Down the vertical hierarchical chain is the 
President who is the most important person, in the sense that he 
directs Senior Executive Vice Presidents, Vice President and Assistant 
Vice President of different business fields and functional departments 
for efficient utilization of resources and coordinates their efforts towards 
the accomplishment of overall organizational objectives in the best 
possible manner. Any problem faced by these administrative officers is 
referred to the President to seek his direction and advice. They are 
accountable to him for their work. Senior Executive Vice Presidents of 
Livestock, Aqua Business and Supporting Units are the immediate 
subordinates of the President. The hierarchy of the administrative block 
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of officers has also been drawn separately. Assistant Vice Presidents, 
Directors and General Managers are appointed in different regions of 
Thailand for farm production distribution, quality control and research of 
each product and also for proper maintenance of books of accounts. 
Thus, we can say that apart from some sort of functional department, 
the organizational structure of CPF is by and large governed by the line 
and staff form of organization, with centralization at the top and 
decentralization at the lower level. 
The financial performance of CPF has been analysed on the 
basis of different parameters viz., ratio analysis, fund flow analysis, 
trend analysis, inter-firm analysis and competitor analysis. The 
tabulation, calculation and interpretation of various ratios for the period 
1989 to 1998 of the corporation form the major portion of this unit. 
Financial ratios analyzed here are the Liquidity, Leverage, 
Activity and Profitability ratios. Liquidity ratio includes current, acid test 
and interval measure ratio. Current ratio has been considered as an 
acceptable standard, but 1.33:1 has also known to be satisfactory. In 
nine out of ten years, this ratio was less than 1.3-3. Similarly, Quick 
ratio was also marginally less than 1:1 (which is the adequate norm) 
throughout the span of ten years of study, though it had definitely tried 
to achieve it. CPF has sufficient liquid assets to finance its operations 
for many days as is clear from the interval measure ratio. The liquidity 
ratios in all have thus been able to meet its current obligations and to 
strike a proper balance between high liquidity and lack of liquidity. 
Financial leverage ratios are calculated. Under it, debt ratio, 
dept-equity ratio, total liabilities ratio and interest coverage ratio are 
discussed. Except the first year i.e., 1989, debt-equity was found to be 
satisfactory. Lenders have full faith in the concern because of which 
more than 75% of the net assets, on an average, are financed through 
them. The creditors too are well assured of receiving regular interest. 
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Total liabilities are around 50% of the total assets. On the basis of its 
capital structure, the corporation is ranked high on safety. The turnover 
ratios depending upon the different concept of assets employed, the 
variants of this ratio are. Total assets turnover, fixed assets, net assets 
and current assets turnover ratio indicate that assets have been utilized 
efficiently to a large extent except current assets which have shown a 
downward trend. The Profitability Ratio have been equally impressive 
during the period They even became negative but CPF had tried hard 
to improve in recent years. The trend analysis has been examined 
among all items, earning before interests and taxes (EBIT) and profit 
after taxes (PAT) have shown the maximum increase, followed by 
current liabilities, which are much more than current assets. Sales have 
also maintained a continuous growth. Through the net assets grew 
manifold, the corporation did not invest much in fixed assets. The net 
worth also increased but not to a large extent. Fund flow analysis has 
been done of the uses and sources of funds of the firm for the period 
1989 to 1998 through which we find that CPF has in general been able 
to prove that resources generated by it have been put to proper use. 
From the current situation and trends 1989 through 1998 of the 
CPF, the Scholar has, however, found that there are many problems, 
which affected the performance of the company. Important amongst 
there are in this followed: 
1. Production and Investment Problems 
(1) Deterioration of the environment 
There are two main reasons why this business has 
endangered the environment surroundings: 
(1.1) The encroachment of swamp forests. Despite the 
government's zoning measures to protect the mangrove 
swamp, there is still no effective control on utilization of these 
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lands. This has resulted in widespread encroachment on the 
swamp forests for the prawn farming, especially by those 
using the natural culture method, which creates damages to 
be ecological system. 
(1.2) Lack of proper farming techniques. This is another 
factor that aggravates the environmental destruction. Lacking 
in technical knowledge and yet aiming at a quick short-term 
return, prawn farmers try to maximize production and 
increase the number of production cycles. As a result, the 
environment is rapidly jeopardized. Specifically, the causes of 
mismanagement of the prawn farms are: 
• Releasing excessive quantity of prawn fry. Most 
farmers believe that releasing a huge volume of 
prawn fry into the fields will generate great profit. But 
in fact, the appropriate volume should not exceed 30 
fry/square metre. However, they often release as 
many as 60-80 fry/square metre, which is excessive 
and causes a large volume of residue at the bottom of 
the ponds, thus escalating pollution problems. 
0 Sludge squirting practice. After the harvest and 
draining the water, the prawn raisers would clean the 
bottom of the pond to prepare for the next crop. When 
using the water to flush the sludge out, all the 
residues are drained into external water sources or 
into the sea in a huge volume, thus polluting the 
water. 
0 Unsuitable water drainage system. Most prawn farms 
have to pump the sea water right into their fields 
through large pipes connecting the sea with the farms. 
However, since investment required for the pipeline is 
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huge and most prawn farming is small scale, farmers 
join together to share the water pumping line to 
reduce their costs. As a result, the water is insufficient 
and this causes the water in their farms to be quickly 
polluted. When they drain the polluted water out into 
the sea, the environmental destruction is inevitable. 
(2) The average yield per rai was still rather low, because prawn 
culture was still based on the extensive system. In addition, there were 
other problems, namely: 
• Sea water pollution in the culture grounds, due to release of 
waste water from industrial factories, use of insecticides in 
the surrounding areas, lack of a saltwater irrigation system, 
particularly for prawn culture, and pollution in ponds due to 
the use of chemicals. 
• Lack of essential public utilities for prawn farms resulting in 
high production cost, small individual farmers could not 
operate independently. 
• Lack of capital and knowledge of prawn culture and farm 
management, particularly among small producers. 
0 Lack of parent prawn stocks, driving up prices. 
(3) High cost of production, particularly prawn feed whose price 
greatly increased as a result of a shortage of raw materials, particularly 
fishmeal. At the same time, the demand for prawn feed was increasing 
due to expansion of prawn culture under the intensive system. 
(4) Problems connected with the use of swamp forest areas for 
prawn culture. Measures to control use of swamp forest areas are 
inefficient, resulting in illegal use of these areas for prawn culture, and 
adverse ecological effects. 
211 
(5) Natural disasters such as the wide spread floods is one 
significant problem that the fishery could not avoid. 
(6) Drought 
(7) Animal epidemic resulting in out break of disease, which 
affected the shrimp-farming nation wide. 
(8) The animal feed crisis, this crisis exerted pressure on prices 
of raw materials animal feed and meat, as well as the increase in the 
import of animal feed inputs. 
(9) Depletion of natural resources 
(10) Water quality 
(11) Shortage of water 
(12) Feed-raw material cost rising 
(13) Deteriorating of agriculture outputs 
2. Marketing Problems 
(1) Problems relating to the quality of fresh prawn and 
processing, due to poor management at the various stages, starting 
from the time of pulling in the nets, preservation of freshness on board, 
cleanliness at the Fish Marketing Organization, as well as standards of 
other processed prawn, are obstacles to prawn exports. 
(2) Lack of cold storage facilities and standard freezers for 
prawns. It is estimated that the frozen marine prawn food industry, both 
promoted and unpromoted. Moreover, there is problem of quality of the 
cold storage plants, particularly the cleanliness. 
(3) Problem of disadvantage in the export market and the price 
fall, reflected the main disadvantages of Thai prawn markets, due to 
bunching of exports to only a few countries, namely Japan and the US, 
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resulting in Thailand having to bear the full brunt of the upheaval in the 
above foreign markets. 
3. Economic, Export and International Trade Problems 
(1) Inflation increased which forced the Bank of Thailand to 
apply strict financial control policy, in order to control the 
inflation, and this propelled the interest rate to a rather high 
level. 
(2) Trade Protection, include the import ban by the United State 
of sea catch shrimp from countries that did not comply with 
the ruling that all shrimp trawlers must be equipped with 
TED's (turtle excluder device) and the protests from various 
environmentalist groups regarding mangrove destruction by 
shrimp farming. 
(3) The increased value of imports was the results of the price 
increase of oil and raw materials in the world markets. 
(4) Steeper labour costs and lack of basic infrastructure that are 
imbalanced with economic growth 
(5) High interest rate 
(6) Weakening of Thai Currency 
(7) Imports of goods related to the increased foreign 
investments. 
(8) Heavy reliance on single markets 
(9) Chemical residues in prawn meat. Importing countries are 
reluctant or unwilling to accept chemical residues in 
imported goods. 
(10) Higher production costs than its competitors due to 
surcharges on imports of raw materials. 
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(11)An excessive number of stages in the export process. 
Exports are consequently delayed. 
(12) Shortage of credit facilities for upgrading of prawn farms. 
MEANS OF SOLUTION 
1. Problems of Poor Yields per Unit Area 
The remedial measures should be: 
(1) Strict control to forestall and eliminate problems of water 
pollution in the prawn culture grounds. 
(2) Promotion of research to produce parent stocks in the culture 
ponds. 
(3) Accelerated training of farmers to develop systems of culture 
and development of the agricultural information system. 
(4) Strict control and prevention of trespassing and destruction 
of swamp forest areas. 
2. Problems of the Cost of Production 
The Government may help to reduce production costs for 
prawns by providing public utilities essential for prawn culture, in all 
areas and at fair prices, and allowing the free import of raw materials 
used in prawn culture, for example, fishmeal, soyabean meal, etc. 
3. Problems of Marketing 
The following measures may be adopted. 
(1) Support, by investment, to build standard cold storage 
facilities for processing and preserving frozen fresh prawn since the 
period of prawn yields and that of its demand abroad differ. Operators 
need cold storage facilities which have adequate capacity to 
accommodate products appearing on the markets during certain 
periods. This will not only help to cushion the effects of seasonal fall in 
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prawn prices but also improve tlie bargaining position of Thai prawn 
exporters. 
(2) Widening the export market. Dependence on one single 
market involves high risks and, therefore it is necessary to export to 
other markets, such as the EEC countries and other high-income 
countries. 
(3) Support of the expansion of processing of prawn products for 
export. At present, almost all prawn output are exported in the form of 
frozen fresh prawn, and most large exporting countries do likewise, 
resulting in keen price competition. Processing of fresh prawn into 
foods ready for consumption such as canned prawns, cocktail prawns, 
flour-wrapped fried prawn, will help to reduce competition and at the 
same time expand markets. 
4. Problems of International Trade 
The Government should; 
(1) Consider repaying import duties and surcharges on imports 
of prawn feed raw materials. 
(2) Both promote and provide assistance in the keeping of fish 
for use in the production of high quality fishmeal. 
(3) Increase the budget for research aimed at improving 
soyabean varieties and at finding production techniques, which can 
reduce the production cost per rai of soyabean. 
(4) Ensure that there are clearly defined zones to separate 
areas under black tiger prawn cultivation from industrial or agricultural 
areas. 
5. Problems of the Environment 
The preventive measures could be summarized as follows: 
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Government sector 
1. There should be clear and effective zoning of the marine 
prawn farming areas to reduce the swamp forest encroachment. 
2. Develop and promote intensive farming method. This method 
does not depend on feed and prawn breed from natural resources. 
Therefore, the future expansion of marine prawn farming areas can be 
based on any coastal land without the need to utilize the areas of 
swamp forests. 
3. Prawn farming in enclosure should be promoted as an 
alternative way to expand the culture areas without affecting the 
swamp forests. This method could produce a large volume of marine 
prawn. 
4. Speed up the survey of marine prawn farming areas both on 
an extensive level and on a localized level to fix the prawn culture 
promotion zone so that the suitable culture method would be used in 
those areas in the future. 
5. Issue legal measures to control the draining of polluted water 
from the prawn farms. This includes the stipulation on quality of water 
that is to be released onto external water sources. This would push the 
farmers to be more aware of the importance of water quality to be 
released out of their farms. 
6. Promote the multi-usage of swamp forests instead of 
concentrating on any single purpose. This would prevent the felling of 
trees in swamp forests for the aquaculture usage. 
Private sector 
The private sector has the most crucial role in the environmental 
conservation, as present pollution problems arising from the prawn 
culture business are mainly caused by the private sector. Therefore, to 
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educate and encourage the farmers to realize the benefits of the proper 
farming management, and to refrain from encroaching the swamp 
forests, can be advantageous both to the farmer themselves and to 
their surrounding condition. The right farming management and 
avoidance of bad effect on the environment could be done in the 
following ways: 
1. Good farm design would be the first step to prevent the 
environmental problems. Good designs should include various systems 
such as the water resting ponds, water inflow and outflow systems, 
residual water canals for treatment before being drained into the sea, 
etc. Designing of farms in this way would greatly keep a healthy 
environment condition and afso prevent any problem that may 
otherwise arise on the natural surrounding. 
2. Number of prawn fry released into the ponds should not be 
over 30 fry/square metre. In the past, farmers liked to put as many as 
60 fry/square metre in the field which resulted in a high the residue 
volume that mixed in the water. Draining of this polluted water to the 
external sources without any treatment would destroy the marine 
environment. Therefore, avoidance of excessive releasing of prawn fry 
will help to conserve the environment. 
3. Proper harvesting method should also be scrutinized. At 
present, there are three ways to harvest prawn by opening Watergate, 
by using the seine from the embankment, and by using the electric 
seine. The good harvest method should cause the least stirring of the 
sediment at the pond's bottom, hence the least residues is left in 
drained water from the pond. 
4. The pond's bottom management. After the harvest and the 
draining of wastewater, most farmers used to clean the ponds by the 
sludge squirting method. This caused a lot of pond's bottom residues to 
be drained out into the external sources. The right method should be to 
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let the pond dry so that soil condition at the pond's bottom can be 
improved. This method will prevent various kinds of residues, including 
the sludge and the sediment, from flowing into the external. 
5. Making partial harvest in the case that farmers releasing 
excessive volume of prawn fry can alleviate the problem of mortality 
usually occurs when the prawn grows up to a certain level. The partial 
harvesting also helps lessening the residue volume in the water and at 
the pond's bottom. Thus, the treated water could be drained into the 
sea without negative effect on the natural environment. 
All the above-mentioned measures could help to protect and 
preserve the environment from being affected by prawn culture 
business. But all these measures must be pursued simultaneously by 
both sectors. The Government sector could not alone succeed in the 
environmental conservation without the cooperation from the private 
sector, particularly from the farmers who are directly involved in this 
matter. In the same way, if only the private sector takes part in taking 
care of the proper farm management, those environmental protection 
measures may not be put into effect. The environmental problem would 
gradually lessen the available lands for the prawn farmers. To shift the 
production base to other locations may not be easy any more as 
Thailand has limited coastal areas and at present there remains only 
the eastern coast of the South that is suitable for the marine prawn 
culture. Therefore, there are many interesting questions needed 
attention. Can Thailand continue to enjoy a more a 10 Billion Baht 
annually of foreign exchange derived from its export of prawn in the 
future? What would be the effect on a large number of labour whose 
income depends on this industry and related business? Would 
Thailand's seaside traveling attractions be lost? These challenging 
issues are left to the government, the private sector and the farmers 
involve finding out appropriate answers. Pursuing of the proper 
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direction will enable the prawn culture business and the environmental 
conservation to perform well together. 
6. Problems of Animal Feed Crisis 
Solutions to the problem of shortage of animal feed raw 
materials, the Thai Government announced of government measures 
to eliminate the shortage of animal feed raw material. The 
government's policy was essentially to protect producers of animal feed 
raw materials in the country by: 
1) setting up a tariff on maize 
2) fixing a quota for soyabean meal import 
3) a ban on fishmeal import 
The above measure could not effectively solve the shortage of 
animal feed raw materials because they had many limitations. Then the 
Government announced new measures to deal more effectively with 
the shortage in raw materials used to produce animal feeds. 
The Government announced 7 measures to fight inflation, chief 
of which was the solution to the problem of the shortage of three kinds 
of animal feeds, i.e. maize, soyabean meal and high-grad fishmeal- the 
principal causes of the high process of animal meat. These measures 
were as follows: 
The Government allowed free import of the 3 main animal feed 
raw materials without quota restrictions. To protect producers of 
agricultural raw materials, it fixed floor prices for animal feed raw 
materials in each category and collected an ad tax (ad valorem) duty of 
6 percent on the import price. It the import price plus duty was still 
below the floor prices, a surcharge was added. 
The measure announced by the Government will help to 
alleviate the shortage and high prices of the three animals feed raw 
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materials, will thus help to smooth the operation of the animal feed and 
related industries. However, measures of this type will only be effective 
in the short run. In the long run, the Government should strive to raise 
the efficiency of animal feed production which, at the moment, is still 
very low. Raising production efficiency will not only increase the 
quantities produced but also reduce the cost of production, bringing 
down the cost of animal feed and will enable the animal feed and other 
related industries to complete in foreign markets as well as encourage 
the animal feed raw material market to rely on the free market. 

APPENDIX-A 
SOURCES OF INFORMATION FOR ORGANIZATIONAL 
APPRAISAL: 
The strategists need to tap different types of information sources 
for organizational appraisal. These sources may be verbal as well as 
written. They may also be internal or external sources. The 
assessment of organizational capability may rely on favours' opinion, 
company files and documents, financial statements, management 
information system and other internal sources. For comparative 
appraisal with similar organizations in the industry and across 
industries, it may be necessary to have access to external sources of 
information like company reports, publications of industry association 
and other documentary sources like magazines and journals. For 
systematic, plus ad hoc studies, help may be sought from consultants. 
In short, I could say that the sources of information used for 
environmental appraisal could be partially used for organizational 
appraisal as well. 
IMPORTANCE AND USEFULNESS OF PERFORMANCE 
APPRAISAL: 
In any economic society, all active participants do become 
interested in varying degrees in the performance of the business 
enterprise. "Within every commercial enterprise, of whatever size, there 
are inevitably many different interests to be served."^ Some of these 
interest groups have been identified in figure 39. 
^ Richard M.S., Wilson & McHugh, Gerard, Op. cit, p.5. 
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Owners 
Society 
Figure 39 Interest Groups 
Source: Richard M.S. Wilson and Gerard McHugh, Financial Analysis, 
p.5 
1. To the Management: By appraising the performance through 
financial statement analysis, management may review a company's 
progress to date and decide upon the course of action to be taken in 
future. Performance appraisal helps management in the task of 
planning of operations. The performance appraisal programme enables 
the management to operate the control system of the business 
organization more effectively. It helps to spot weaknesses in the 
company's operations and to take corrective action. Furthermore, it 
tends to restrain management, as they are under pressure to maintain 
a favourable financial position. "Management can measure the 
effectiveness of its own policies and decisions, determine the 
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advisability of adopting new policies and procedures and documents to 
owners the result of their management efforts." 
2. To the Investors: Investors comprising shareholders and debenture 
holders have a vital interest in the appraisal of performance of an 
enterprise. Investors are interested in two things: firstly, they want the 
safety of their investment; secondly, the ability of a company to earn 
profit. They are also interested in a concern whose future is bright. 
Through performance appraisal they get the information which they 
need. 
3. To the Creditors: Creditors are interested in ascertaining whether 
the company can employ the funds loaned to it in such a way that it will 
be able to meet current interest obligations and repay the loan when it 
falls due. They act as a magic eye, highlighting the creditworthiness of 
a company. Creditors often appraise the performance of a company 
before lending the money and supplying the goods. 
4. To the Government: Government regulates economic activities 
in various spheres. Central and State Governments and local 
authorities are also interested in knowing the performance of a 
business in order to assess their revenues through various taxes, to 
regulate capital issue and for public utility regulation. 
5. To the Favours: Favours have an interest in the operating results 
and the financial strength of a company. The remuneration of workers 
must be generated from the company's revenues. Thus, worker's 
wages, to a great extent, depend upon the success of the firm. Labour 
unions often use the performance data as a basis for their demand of 
increase in wages. The past operating performance of the business, as 
well as its current financial position is often studied to measure the 
ability of the enterprise to meet its new wage commitments. 
Gestenberg, Charles W., "Financial Organization and Management of 
Business", Asia Publishing House, New Delhi, 1960, p.2. 
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6. To the Society: Every business enterprise has its social 
responsibility. Although managers, owners, creditors, and favours are 
members of the society and have their respective interest in the 
business, individuals or groups of individuals apart, the society as a 
whole has some expectations from the business. So, they all are 
interested in knowing the social performance, such as environmental 
obligations, labour and social welfare, employment generation, regional 
development, etc. 
In addition to the above, new agencies associations, economic 
and commercial research institutions, stock exchanges, economist and 
research workers. Members of Parliament and Members of Public 
Accounts Committee in respect of government companies are also 
interested in the result of performance appraisal to know the progress 
being made in the present position of an industry. 
MEANING AND CONCEPT OF FINANCIAL STATEMENT: 
Financial statements are summarized report of accounting 
transactions. They can apply to any point of time and to any span of 
time.^ 
The term financial statement as used in modern business refers 
to the two statements, which the accountant prepares at the end of a 
period of time for a business enterprise. They are the balance sheet, or 
statement of financial position, and the income statement, or profit and 
loss statement. To the statements of corporations there is added a third 
statement, the retained earnings (surplus) statement, which reconciles 
the balance in this account at the end of the period with that at the 
beginning. Some accountants prepare a similar statement for individual 
proprietorships and partnerships, which is called the statement of 
Horngren, Charles T. & Sundem, Gary L., "Introduction to Management 
Accounting", 9th Ed,, Prentice-Hall of India Private Limited, New Delhi, 
June 1995, p.622. 
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capital and reconciles the capital at the end of the period with that at 
the beginning. 
Various schedules are often used to supplement the data 
contained in the financial statements. They consist of such schedules 
as the schedule of property, plant, and equipment, the schedule of 
accumulated depreciation, depletion, and amortization of property, 
plant, equipment, and other assets, the schedule of reserves, and so 
forth. These schedules will be considered part of the statements to be 
analyzed; in fact, they constitute the first step in the analysis of certain 
data in the balance sheet and income statement. 
The financial statements provide a summary of the accounts of 
a business enterprise, the balance sheet reflecting the assets, 
liabilities, and capital as on a certain date and the income statement 
showing the results of operations during a certain period.^ 
The stakeholders of a firm, viz. shareholders, creditors, 
suppliers, managers, favours, tax authorities, and others, are interested 
broadly in knowing about how the firm is doing and what is its financial 
condition. Of course, their specific concerns may differ. Trade creditors 
and short-term lenders are interested primarily in the short-term 
liquidity of the firm and its ability to pay its dues in the next 12 months 
or so. Term lending institutions and debenture holders have a relatively 
longer time horizon and are concerned about the ability of the firm to 
service its debt over the next five to ten years. Long-term shareholders 
and managers who want to make a career with the firm are interested 
in the profitability and growth of the firm over an extended period of 
time. 
To understand the financial performance and condition of a firm, 
its stakeholders look at three financial statements, viz. the balance 
' Myer, John N., Op. Cit, p.3. 
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sheet, the profit and loss account, and the sources and uses of funds 
statement. The balance sheet shows the financial position (or 
condition) of the firm at a given point of time. The profit and loss 
account (also referred to as the income statement) reflects the financial 
performance of the firm over a period of time-typically it is drawn up for 
a period of one year. The sources and uses of funds statement portray 
the flow of funds into and from the business during a given accounting 
period. Thus, the key questions answered by the three financial 
statements are: 
Balance Sheet What is the financial position of the firm at the 
end of the accounting period? 
Profit and Loss How did the firm perform over the 
Account accounting period? 
Sources and Uses What have been the sources and uses of 
of Funds Statement funds during the accounting period? 
Note that the Companies Act requires that the Annual Report of 
the company, which is a public document that is sent to shareholders, 
contain the balance sheet, profit and loss account, directors' report, 
and the auditors' report. Though not presently required by law, most 
companies present sources and uses of funds statement as well in the 
Annual Report.^ 
The basic financial statements include the 'Balance Sheet', 
'Income Statement', 'Statement of Retained Earnings and the 'Sources 
and Uses of Funds Statement'. The financial statements taken together 
give an accounting picture of the firm's operations and financial 
position, in case of a limited company, financial statements also 
include the Directors' Report, Chairman's speech and Auditors' Report. 
Certain information is also appended to the balance sheet in the form 
Chandra, Prasanna, "Financial Management-Theory & Practice", 4^*" Ed., 
Tata McGraw-Hill Publishing Co.,Ltd, New Delhi, 1998, p.537. 
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of schedules. These schedules mainly supplement the data contained 
in financial statements and is considered essential for the purpose of 
analysis. 
The balance sheet is also known as "statement of condition"\ 
"statement of financial position", "statement of assets and liabilities and 
capital" and "statement of worth."^ For a moment, balance sheet may 
be taken as a mirror that shows the financial position of the business at 
a particular moment, generally the last day of the accounting year. 
The profit and loss account gives a summarized view of income 
received and expenditure incurred in connection with the business 
operations held during an accounting year. "The Income statement is 
the schedule that shows the income and expenses of a business 
enterprise over a period of time, and then, gives a final figure 
representing the amount of profit or loss of the accounting period."^ The 
other titles used for the profit and loss account are (1) Statement of 
Earned Surplus (ii) Income Statement (iii) Statement of Income and 
Expenses (iv) Statement of Earnings, and (v) Statement of Operations. 
To sum up, balance sheet might be described as financial cross 
section taken up at certain intervals and the earning statement as a 
condensed history of the growth or decay between the cross sections.'' 
NATURE OF FINANCIAL STATEMENTS: 
Financial statements are plain statements of informed opinion 
uncompromising in their truthfulness which means that within the limits 
Hastings, Paul G., "The Management of Business Finance", D. Von 
Nostand Co.,Inc., New Jersey, 1963, p.16. 
^ Guthmann, Harry G., "Analysis of Financial Statement, 4^*" Ed., Prentice 
Hall of India Pvt. Ltd., New Delhi, 1964, p,20. 
^ Fouike, Roy A., "Practical Financial Statement Analysis", 4'^  Ed., McGraw 
Hill Book Company. Inc., New York, 1957, p.66. 
'* Guthmann, Harry G., Op. cit., p.19. 
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of accepted accounting principles and of the very human abilities of the 
persons preparing them, they are to rest on judgments and estimates 
divorced of fancy and prejudice. According to the American Institute of 
Certified Public Accountants, "Financial statements reflect a 
combination of recorded facts, accounting conventions, and personal 
judgments, and. the judgments and conventions applied affect them 
materially".^ Therefore, the data exhibited in these financial statements 
are the result of the combined effect of (1) Recorded Facts (2) 
Accounting Conventions, and (3) Personal Judgment. 
(1) Recorded Facts 
The term "recorded facts" means that the data used for 
preparing financial statements are taken from the accounting records. 
The financial statements do not disclose such facts as are not recorded 
in the accounting books whether or not such facts are material. The 
market value or the replacement cost of a fixed asset is not stated in 
the balance sheet because as per the accounting records the cost 
price of the fixed assets is a recorded fact.^ 
Financial statements do not disclose such facts as cannot be 
recorded in terms of money, e.g., health of the General Manager, 
relation of the Sales Manager with the General Manager. Some such 
facts as cannot be recorded in the books are sometimes shown in 
parentheses or as footnotes. The information as disclosed in footnotes 
or in parentheses makes the financial statements more useful. 
Examination of Financial Statement by Independent Public Accountants 
Bulletin prepared and published by American Institute of Certified Public 
Accounts, (New York, Jan, 1966) p.1 and quoted by N.P. Srinivasan in 
Management Accounting, (New Delhi, Sterling Publishers Pvt Ltd 1986) 
p.14. 
^ Aziz, A., Op. cit., p.7. 
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(2) Accounting Conventions 
The financial statements are affected to a very great extent by 
accounting principles, concepts and conventions. "The term 
'convention' is used to signify customs or traditions which act as a 
guide to the preparation of accounting statements."^ 
The accounting conventions are: (i) The Convention of 
Disclosure: The accounting convention of disclosure implies that 
accounts must be honestly prepared and all material information must 
be disclosed therein as per the Law which prescribes the contents of 
balance sheet and profit and loss account. These are designed to 
make compulsory disclosure of all material facts. The term 'disclosure' 
does not imply that all information that anyone could conceivably desire 
is to be included in accounting statements. The term only implies that 
there should be a sufficient disclosure of information, which is of 
material interest to proprietors, present and potential creditors and 
investors. The practice of appending notes relative to various facts of 
items, which do not find place in accounting statements is in pursuance 
to the convention of full disclosure of material facts. The examples of 
such types of items are (a) contingent liabilities appearing as a footnote 
and (b) the market value of investment appearing as a footnote. 
(ii) The Convention of Consistency: In accounting various 
procedures and methods prevail for recording the same transaction or 
event. For instance, fixed assets can be depreciated by straight-line 
method, written down value method or any other method. Each method 
has its own merits and demerits. The consistency convention requires 
that once a company has decided on one of these methods, it will treat 
the same event in all subsequent transactions in the same fashion. For 
example, if a company has adopted the written down value method of 
^ Gupta, R.L., "Advanced Accountancy", Volume I, Saltan Chand & Sons, 
New Delhi, 1975, p.18. 
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depreciation, the same method must be used in all subsequent years 
and the method of depreciation should not, be changed from year to 
year. If frequent changes are made in the manner of handling, a given 
class of transactions in the accounting records, a comparison of 
accounting figures of one period with that of the another period 
becomes difficult. 
(Ui) The Convention of Conservatism: This convention makes 
the accountant feel the need for making a provision for expected loss 
but at the same time, to ignore expected profits. Anticipating no profits 
and providing for all possible losses, making provision for doubtful 
debts, valuation of stock at cost or market price, whichever is less, 
showing joint life policy at surrender value, providing for discount on 
creditors, are some of the examples of this convention. 
(iv) The Convention of Materiality: The accountant does not 
attempt to record a number of events which are so insignificant that the 
work of recording them is not justified by the usefulness of the results. 
For example, a brand new pencil is an asset of the company. Every 
time the pencil is used, a part of this asset is used up and owner's 
equity decreases correspondingly. Theoretically, it would be possible to 
ascertain the value of the used pencil owned by the company and to 
correct the records. But the cost of computation and recording would 
be gigantic as compared to the utility of this computation. Thus, a 
simple though less exact course of action is to consider that the asset 
(pencil) is used up at the time of acquisition and the entire amount 
charged as an expense because this is not a material event. But this 
treatment is not extended to plant and machinery, the cost of which is 
spread over several years. 
(3) Personal Judgments 
Although concepts and conventions provide a good guideline to 
the accountant for arriving at a decision as to how much should be 
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charged to the Profit and Loss Account of the current year and how 
much should be carried forward to the next year as unexpired costs, 
the application of these concepts and conventions depends on the 
personal judgment of the accountant. 
The existence of the consistency principle saves as a check on 
the power of the accountant to use his personal judgment, since an 
accountant is guided by the past practices; as such the areas of the 
application of his personal judgment are reduced. 
George O. May recognizes these intangible features of the 
financial statements when he states that, "The accounts of a modern 
business are not entirely statement of facts, but are to a large extent 
the expressions of the opinion based partly on accounting conventions, 
partly on assumptions, explicit or implicit and partly on personal 
judgments."^ 
UTILITY OF FINANCIAL STATEMENTS:^ 
Of all the documents about a company, which are available to 
persons other than its directors and senior managers, the annual 
financial statements are by far the most detailed, the most rigorously 
drawn up the most carefully and solemnly attested, the most produced, 
the most widely circulated, and the most highly publicized. They are 
also the ones in which most faith is ordinarily reposed by the public, 
and are the ones most likely to be accepted by the unsophisticated as 
an embodying unimpeachable truth. In a normal situation, they are 
taken as the best evidence for forecasting the level of dividends in the 
near future, while empirical research suggests them as the main 
determinants of the market price of the shares and the only basis for 
George, O. May, "Truth in Accounting", University of Pannsylvania Press, 
Philadelphia, 1930, p.182. 
Lee, G.A, "Modern Financial Accounting-with Supplement on the 
Companies Act. 1981", 3'" ed., ELB Imprint, UK, 1983, pp.405-406. 
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computing the price/earnings ratio, which is the principal indicator of 
the rationality of that pnce; and the only real clue to the solvency, 
stability, liquidity, and profitability of the business. 
As the reader will have gathered already, such implicit faith is 
scarcely justified, and is not shared by knowledgeable perusers of the 
statements. The principles upon which they are compiled are to a large 
extent arbitrary. Even within the context of conventional practice, the 
choice of bases for dealing with many items - stocks, depreciation, 
intangibles, extraordinary items, prior year adjustments, etc. is a wide 
one, and combinations of these allow reported profits, and the book 
amount of equity, to take almost any desired values within a 
considerable range; indeed, it has been estimated (by R. J. Chambers) 
that, in a complex set of group accounts, over thirty million different 
combinations of figures may be permissible -and that there is no one 
set of values which could not be reported by some competent auditor 
as giving a true and fair view, without qualification. The accountancy 
profession, particularly in Britain, is only just beginning to put its house 
in order and restrict the inordinate diversity of practices. Until the 
publication of Statement of Standard Accounting Practice No. 2, in 
1971, there was no requirement even to disclose what bases had been 
used in most areas of the accounts. 
These objections apply within the context of historical-cost 
accounting, and are compounded, in the vast majority of listed 
companies' statements, by consolidation of parent and subsidiary 
companies' accounts, and of the earnings of associates. The problems 
become worse when it is sought to assess the results of the same 
company or group over a number of years, and become virtually 
insoluble when inter-firm comparison is attempted, even within the 
same industry, especially in view of the conglomerate character of so 
many modern groups. A further complication are caused by the 
incidence of chronic price inflation, making conventional accounts of 
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limited utility even for a single year, and is aggravated, by piecemeal 
attempts to correct it, as by occasional revaluation of fixed assets. 
Finally, published accounts relate to past results and are of limited 
value as indicators of future trends, upon which the market value of 
securities should most rationally be based. 
Much of this chaos sphngs from failure on the part of the 
management, law, and the accountancy profession to define even the 
purposes for which final accounts are prepared, uses to which 
consumers may be expected to put them to, or the different ways in 
which the accounts can motivate them. Legal regulation has been the 
main factor in promoting disclosure, and it has been financial 
institutions and lawyers, rather than accountants, who have demanded 
more and more, detail, without any overall assessment of its value and 
purpose. The shortcomings of accountants have laid in comparision to 
the acceptance of the situation, and in a fatalistic belief that financial 
statements are bound to remain a mystery to the ordinary investor, and 
that this is all right as long as there are experts available to analyze 
them. Detailed disclosure is supposed to serve the expert rather than 
the layman, but little attention has been paid to the quality, as distinct 
from the quantity, of information compulsorily made accessible. Without 
any real idea of the objective of publishing financial statements, it is 
hard to see how any genuine improvement can come about. 

APPENDIX-B 
THE BUSINESSES OF CHAROAN POKPHAND GROUP (CPA): 
The Agro-Industry Business Group: 
The Agro-Industry Business Group encompasses all phases of 
food production, processing, and distribution. 
In anticipation of a rapid expansion in the market for animal 
protein in 1953, CP opened modem poultry feed processing mill. 
CP now operates approximately 50 feed mills in 9 counties with 
an annual capacity of over 5.6 million tons. As a result, the Group is 
today the largest animal feed supplier in Asia and the fourth largest in 
the world. 
Less than a decade after entering the feed business, CP began 
slaughtering poultry for marketing to wholesalers and consumers. 
Through a grandparent stock chicken breeding joint venture set up in 
1970, CP, with Arbor Acres of the United States, began raising and 
supplying chicken breeding stock, layers, and broilers to farmers on an 
industrial scale while mature birds were stippled to its own slaughtering 
operations. Establishment of the Thailand's first modern slaughtering 
facility in 1973 enabled CP to accommodate market expansion as well 
as provide a steady supply of poultry and swine. CP commenced its 
contract farming operations by providing essential supplies, 
technology, and management techniques, guaranteed purchase 
agreements, as well as financing to farmers. In recent years, CP has 
also raised quail and pigeons mainly for export. 
By the end of 1990, CP was operating more than 100 poultry 
breeding farms worldwide. Collectively, these facilities are active in 
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raising and selling approximately 400 million day-old-chick broilers 
annually. 
Through the introduction of modern technology, CP has 
increased profits for farmers, improved the quality of chicken meat and 
helped standardize size and weight. This ensures more efficient 
processing and enhanced marketability. From initial yields of 2,500 
tons of poultry in 1973, CP now processes around 300,000 tons a year 
through 5 plants, selling to domestic markets and exporting to counties 
in Africa, Asia, Europe, the Middle East, and North America. 
CP has duplicated the same model, first with ducks and later 
with swine. CP annually raises and sells 200,000 heads of swine, 
mainly breeders, to swine raisers. 
After years of wholesaling its processed chickens and meat, CP 
has since integrated upwards to the consumer sales level. CP's first 
step in this process was to sell chicken from stalls in fresh markets, 
now numbering more than 300 throughout Thailand. CP later began 
vending ready-to-eat chicken from stands in high pedestrian traffic 
areas near fresh markets and super markets. Five Star Grilled Chicken, 
which was the first venture in this project, had nearly 600 stands 
nationwide by the end of 1991. The next venture Hong Tay sold 
ready-to-eat duck products. 
Thereafter, CP moved into fast-food outlets Chester's Grilled 
Chicken currently has 6 outlets in Thailand and has been operating in 
Malaysia and Taiwan since the end of 1990. 
CP has established feedmills and poultry production facilities in 
9 foreign countries, namely, China, Indonesia, Malaysia, Portugal, 
Singapore, Taiwan, Turkey, Netherlands and the US, where it owns the 
Avian chicken breeding farm in the state of Texas. 
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Looking ahead, CP will continue to seek further opportunities in 
agro-industry, applying the fruits of its applied research and 
development work to create more efficient processing of high-quality 
products at affordable prices. 
Aquaculture Business Group: 
in line with the Group's pattern of diversification, CP's 
involvement in the aquaculture business, particularly tiger prawns and 
shrimp rising, began in 1988. 
As the export market for aquacultural products is growing at a 
steadily increasing rate, Thailand, with its favourable climate and 
thousands of miles of coastline, is becoming one of the world's major 
production bases. 
The Group's success in the aqua-industry is remarkable. Using 
scientifically developed methods, CP has established its own training, 
breeding, rearing and processing operations. At the same time, the 
Group contracts with independent farmers who operate their own 
ponds. This is done by providing them with feed, larvae, technology, 
training and a stable market for their products. 
With a capacity of over 200,000 tons of feed per year, which 
makes it the largest prawn feedmill in Thailand, CP produces seven 
different kinds of feed for prawns and shrimps. The Group's capacity 
surpassed 250,000 tons of feed in 1991 with the addition of new 
facilities in China and Indonesia. 
As with CP's livestock operations, the Group operates a prawn 
culture-training center for farmers to help ensure long-lasting efficiency 
and consistent premium quality standards. The center also conducts 
numerous research projects designed to determine how varying 
non-material factors and alternative ingredients affect product yields. 
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CP has committed substantial resources to its aquaculture 
business and regards it as an area of activity tinat will experience 
constant growth for decades to come. 
CP has also established a Prawn Culture Research and 
Development Laboratory which has 4 sub laboratories to oversee four 
separate areas of R&D activities: a prawn nutrition research laboratory, 
an aquatic environmental research laboratory, a prawn health center 
and a plankton research laboratory. 
Seeds, Fertilizers and Plant Protection Business Group: 
The seeds and agro-chemical business is CP's oldest operation. 
Its history dates back to the Group's earliest days of 1921 when the 
founding brothers began importing vegetable seeds produced by their 
family in China. Over nearly seven decades, Chia Tai Co., Ltd. has 
established the most extensive distribution system and technical 
support network for agro-processed goods in Thailand. 
Keenly aware that farmers stake everything on a good crop, 
Chia Tai became Thailand's largest supplier of vegetable and fruit 
seeds, while building a reputation based on reliability and value. It 
currently holds the leading market share of the vegetable seed 
distribution business in Thailand. 
To maintain the highest quality standards, Chia Tai obtains 
seeds from the finest international sources and operates experimental 
farms and plots to test their adaptability, quality, and yield, as well as to 
develop its own hybrids more suitable for local conditions. At present, 
Chia Tai's inventory of seeds includes more than 160 varieties of 
vegetables. Each year, more than 100 new varieties undergo testing 
prior to the final distribution stage. 
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In the fertilizer business, Chia Tai markets a full range of 
ammonium sulphate, urea, and compound (NPK) products using prime 
quality materials sourced from leading global suppliers. 
For plant protection, Chia Tai's line includes environmentally 
safe fungicides, herbicides, insecticides, and other essential chemicals 
appropriate for all major crops. 
As noted, providing technical support is a tradition long 
established in the company's history. Chia Tai's professionally qualified 
technical staff serve as consultants and trainers to farmers and dealers 
with an emphasis on proper handling and optimum use of all products. 
Chia Tai holds a monthly meeting of a joint extension 
committee, which comprises of the supervisors of each division and 
which determines the policy and direction for an active outreach 
program. In this program, joint teams of seed, fertilizer, and plant 
protection technicians conduct year-round fieldwork to facilitate the 
transfer of technology and technical know-how by advising groups of 
farmers and setting up demonstration plots. The company also 
provides explanatory literature and handbooks for further reference. 
To stay in touch with international developments and 
innovations, Chia Tai continues to introduce new vegetable seeds for 
local farmers. This process helps create greater opportunities for them, 
as well as serving the ever growing needs of our demanding 
customers. 
International Trading Business Group: 
From the very beginning, CP has traded internationally. Initially, 
during the 1920s, the Chia brothers exported their seed from Bangkok 
to various countries in Southeast Asia. 
As the Group has grown, trading operations has been in unison 
with the launch of new products and new companies. This expansion is 
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manifested as an engine of further growth through the opening of new 
markets for the Group's products in various parts of the world and by 
the simultaneous sourcing and introduction of new goods and 
technology to the Group. 
The International Trading Business Group has become a strong 
and powerful trading network, which collectively fosters both demand 
and supply for the vast variety of CP's products. With trading offices 
based in 8 countries, namely Malaysia, Singapore, Taiwan, Japan, 
South Korea, Hong Kong, Belgium and the US, CP has concluded 
international trading transactions with sixty countries covering five 
continents. 
The major roles of the International Trading Business Group are 
raw material sourcing as well as the marketing of a vast array of goods. 
Also included are support activities including crop R&D to facilitate 
product sourcing and transportation services for marketing activities. 
This Business Group has gained experience in trading of the 
following product groups: 
poultry, meat, seafood either fresh, fresh-frozen, canned, 
semi-cooked, or cooked; 
fruits and vegetables either fresh, fresh-frozen, or canned; 
• A wide variety of grains; 
• feeds, 
• pet food; 
general consumer and industrial goods. 
Marketing and Distribution Business Group: 
With a growing mix of consumer goods within its own CP line 
and steadily larger production capacities, the Marketing and 
Distribution Business Group was established to undertake the 
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development of marketing systems and distribution service networks 
for both domestic and international markets. 
In Thailand and at the wholesale level, the Group has entered 
into a joint venture with the Netherlands-based SHV Holdings to set up 
Makro, the first cash-and-carry wholesale supermarket in Asia. At the 
retail level, the Group has become a franchisee for the 7-Eleven 
convenience store, while another effort has been made with technical 
collaboration with the Seiyu Seisan Group of Japan, to open the 
Group's first supermarket, Sunny's Supermarket, on the outskirts of 
Bangkok. 
These partnerships have engendered for the Group 
considerable merchandising expertise while creating added momentum 
to increase the number of Thai domestic outlets for CP and other 
company products. They have also provided the opportunity for CP to 
become a competitive supplier to outlets within their partners' global 
networks. 
An additional plan envisioned by this Business Group is to 
establish a chain of distribution centers and outlets in Thailand, 
equipped with advanced technology and employing sophisticated 
modern marketing concepts and practices. 
Real Estate and Land Development Business Group: 
In 1987, economic trends in Southeast Asia shifted and the pace 
of investment by local and foreign companies accelerated in Thailand, 
as did tourism. It was clear that a shortage in the supply of prime office 
space, hotel rooms, and residential condominiums in Bangkok, as well 
as industrial estates and recreational complexes upcountry would soon 
prevail. 
Already well stocked with substantial real estate assets, 
adequate capital reserves and specialized staff handling acquisition 
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and development, CP's Real Estate and Land Development Business 
Group entered the commercial real estate development business with 
the establishment of CP Land Co., Ltd. as a holding company. 
Additionally, CP joined with established experts in the real estate field 
to form two other companies - DS Land Corp., Ltd., and Siam Fortune. 
CP Land owns and operates the ultra-modern, 30-storey office 
building called CP Tower on Silom road, the principal thoroughfare in 
what has become one of the highest concentrations of high-rise office 
buildings in Bangkok. Officially opened in May 1990, CP Tower serves 
as the headquarters for the CP Group and many companies within the 
Group. 
DS Land Corp., Ltd. is a joint venture between CP and two other 
companies - one of which specializes in turn-key real estate project 
development and the other in property management, DS commenced 
operations in 1988 and by the end of 1993 estimated aggregate 
investments of US$ 240 million in six major projects: four in Bangkok 
and two upcountry. The projects range from residential condominiums 
to integrated complexes with hotels, office space, and shopping 
arcades, as well as a sports resort. 
Siam Fortune, a publicly listed joint venture with Univest 
Company, is presently constructing a large, multi-purpose commercial 
complex called Fortune Town on an 18-rai plot of land at a prime 
location in Bangkok. Representing a total investment of US$240 
million, this complex includes a deluxe hotel, a large department store, 
an office building, and shopping arcades. Several projects including 
residential condominiums, large scale housing estates, industrial 
estates, and golf courses etc. are also now under construction both in 
Bangkok and upcountry. 
As Thailand's economy continues to prosper, the importance of 
land and its suitable development will increase. CP is determined to 
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pursue opportunities, which add the greatest possible value to this 
limited natural resource. 
The Petrochemical Business Group: 
The Petrochemical Business Group was established in 1988 to 
invest mainly in large-scale, sophisticated upstream and downstream 
petrochemical projects. 
At the upstream level, the Business Group has been active with 
its substantial investment in the production of PVC resin. This raw 
matehal is a key ingredient client in a vast variety of plastic products 
used daily by people all over the world. 
In Thailand, the Group has entered into a joint venture with the 
technologically advanced, international conglomerate, Solvay cie, of 
Belgium. The joint venture company, Vinythai, initially produced 
140,000 tons of PVC, and 135,000 tons of VCM (vinyl chloride 
monomer, the primary raw material for PVC) by using ethylene derived 
from natural gas produced in the Gulf of Thailand. The project, which 
required an investment outlay of nearly LJS$ 350 million, became 
operational in 1992. 
In China, Ningbo Petrochemical Co., Ltd. produce around 
240,000 tons of VCM and PVC resin per annum. The Group also plans 
a similar investment in Indonesia. 
At the downstream level, the Group has invested in the 
production of various finished PVC based plastic products such as 
PVC sheeting, film, pipe, leather and sponge leather, sunblinds, rain 
coats, inflatable toys, luggage, bags, etc. The Group will also produce 
PVC sheeting and leather products in Indonesia. 
The Group's ultimate aim is to develop this line of business into 
a fully integrated network. 
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Automotive and Industrial Products Business Group: 
As the automotive industry is regarded as one of the world's 
most vital industries, this Business Group has planned a series of 
large-scale investments in this field, particularly in motorcycles and 
heavy-duty trucks. At present, the Group manages a joint venture 
motorcycle assembly plant in Shanghai, China. This facility supplies 
125 to 250 cc. motorcycles to both the local Chinese and foreign 
markets. 
A motorcycle assembly joint venture producing 50, 70 and 100 
cc. motorcycles is also in operation at Luoyang City, Henan Province. 
Investment in peripheral industries related to motorcycle 
assembly has also been made, including engine parts, shock 
absorbers and other forged products. These ventures utilize technical 
know-how from Honda of Japan. 
Plans are currently being formulated for the establishment of a 
truck assembly plant in Thailand, through a joint venture with Chinese 
Authorities to supply high quality trucks for the transportation of 
agricultural produce as well as for industrial purposes. 
The Group also produces air-conditioning compressors in 
Shanghai, with technology and related know-how supplied by Sanden 
of Japan. A lysine plant is operated as a joint venture at Quanzhou, 
Fujian Province. Producing 300 tons of lysine per year, it is the largest 
plant of its kind in China. 
Concerning other industries, the Group manages a brewery, 
which produces premium quality beer. With Heineken of the 
Netherlands and Chinese Authorities as its partners, this venture 
currently holds a 30% share of this growing market. 
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Telecommunications: 
Due to the confidence in technology and management, together 
with the investing potential, CP Group entered the telecommunications 
arena in 1991. CP was awarded the concession to build 2 million 
telephone lines, and later on an additional 0.6 million lines in the 
Bangkok Metropolitan area under the company Telecom Asia 
Corporation (Public) Co., Ltd. (TA). The company has since invited 
NYNEX Network Systems of USA to be the strategic partner to provide 
technology support. Siemens AG of Germany, AT&T of USA, NEC and 
Fujitsu of Japan were chosen to be the suppliers of telecommunication 
equipments. 
Moreover, TA has invested in a subsidiary company, Telecom 
Holding Co. Ltd. TA Group runs the following businesses: 
• Domestic Telecommunications: 
Universal Cable TV Network Public CO., Ltd. (UTV) UTV is the 
first true cable TV company of Thailand, utilizing one of the world's 
most modern means of transmitting signal with the help of the fiber 
optic cable. While the information and entertainment it now provides 
are accessible throughout Greater Bangkok, UTV plans to extend its 
service to cover all parts of Thailand in the near future. Data, video and 
sound signals will be sent with clarity and sharpness, undisturbed by 
local environmental and weather conditions, along with unmatched 
efficiency. 
Interactive Media Sen/ice Co., Ltd. This company was 
established in order to invest in voice data project, to provide 
information services and develop entertainment programs through 
audiotex systems. Service users are able to call in 24 hours a day and 
can enter any one of the variety of information programs, such as those 
pertaining to entertainment and general knowledge, through an 
automatic voice recording system acting as the user's guide. Other 
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related services include social voice mail, allowing users to leave 
greetings for new friends, party lines, fax-on-demand service, and 
many other equally interesting options for the near future. 
Lines Technology (Thailand) Co., Ltd. This company was 
officially established as a videotex service provider under its "Comline" 
trade name. Comline is an electronic communications service network 
using telephone cable connections and computers to provide 
subscribers with online and real-time information that is easily 
accessible at any time of the day. 
• The Overseas Telecommunications Group: 
U.N. (Thailand) Co.,Ltd. This company was formed to participate 
in the creation of on international information superhighway called 
FLJ\G, or Fiber Optic Link Around the Globe. At 30,000 kilometers, this 
undersea fiber optic cable is the longest in the world, and links the UK 
via the Mediterranean Sea and the Indian Ocean to Japan. The trunk 
line is connected to various countries along its path at 13 points, i.e., 
Those being the UK, Spain, Italy, Egypt, UAE, India, Diego, Garcia, 
Island in the Indian Ocean, Thailand, Malaysia, China at Hong Kong 
and Shanghai, South Korea and Japan. The project is estimated to 
cost more than US 1 billion. 
Chia Tal International Telecommunications Co.,Ltd. This 
company was formed to act as a shareholder in APT Satellite Co., Ltd. 
, which operates satellites and leases channels to broadcasters, 
Apstar I is now in orbit after being launched in 1994. Apstar I A and 
Apstar II R are scheduled for launching in 1996 and 1997, respectively. 
Apstar I A has 24 transponders which cover Eastern Asia from 
the north to the south. This satellite's footprint thus extends to Japan, 
Mongolia, ports of Russia, Singapore, Indonesia, China, Hong Kong, 
Macau, Taiwan, Cambodia, Thailand, Vietnam, Laos, northern Korea 
and southern Philippines. 
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Apster II R offers 44 transponders consisting of 28 C-band 
transponders and 16 Ku-band transponders. The C-band frequency's 
footprint extends across Asia, northern Europe, northern Africa and 
Australia. 
These two satellites have between them 68 transponders, while 
their footprints cover two-thirds of the world's land surface. 
• The Telephone Installation Support Group: 
Telecom Equipment Manufacturing Co.,Ltd- (TEMCO) This 
company was established to produce and assemble telephone 
exchange equipment in Thailand as a way of ensuring TA's 
performance. As per the contract it has to install with the TOT to install 
2.6 million telephone lines in Greater Bangkok. The contract states that 
50% of such equipment must be made in Thailand. TEMCO is a joint 
venture of TA, Siemens AG and B. Grimm Holding Co., Ltd. 
Petroleum and Power: 
The petroleum sector presents a vast new challenging field for 
CP Group, which has two petroleum companies: 
1) PetroAsia International Corporation Cc, Ltd. Established in 
1993, with a registered capital of 100 million baht, the company is 
engaged in retail service stations, gas and oil terminals, storage, 
transportation, wholesale and retail trading, export and import of all 
types of petroleum products. This business has also extended to other 
petroleum and power projects which are as follows: 
1. Joint venture with the National Oil Company of China 
(SINOPEC) and the Petroleum Authority of Thailand (PTT) in 
Thailand, China, Vietnam, and other Asia-Pacific countries, 
to conduct petroleum business in the region. 
2. Joint venture with Shantou SEZ Wuzhou Labour Service 
Company of the Shantou Wuzhou Group and the Petroleum 
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Authority of Thailand (PTT) to invest in petroleum, 
petrochemical and liquefied petroleum gas storage tanks in 
Guangdong_province, China. 
3. investment in Vietnam's Saigon Petro and the Petroleum 
Authority of Thailand to set up oil-related ventures in 
Vietnam. 
4. Submitted bids for the rights to build, own, and operate large-
scale Independent Power Petroleum (IPP) plants in Thailand 
and abroad. 
2) PetroAsIa Thailand Co., Ltd. Established on 15 July, 1993, 
with a registered capital of 500 million baht, PetroAsia is engaged in 
retail service stations in Thailand. These stations provide a full range of 
services to meet the needs of all road users, including engine checks, 
lubrication, wheel balancing and Car wash. In addition, PetroAsia also 
operates Mini Gas Stations to help bring economic and technological 
development in remote areas. 
Moreover, PetroAsia is the first company in Thailand to set up 
fast food business facilities located within the service station 
compound. Hence, all PA stations feature 7-Eleven, Chester's 
Grill and Inter Suki outlets. 
Social Contribution and Development: 
Charoan Pokphand Group seeks to fulfill its social commitments 
with many projects, some of them are mentioned below: 
• Rural Lives Development Foundation 
On the occasion of HM King Adulyadej's 60'" birthday, CP Group 
donated 20 million Baht, while the staff pooled together 300,000 Baht, 
to set up the Rural Lives Development Foundation on November 2, 
1989. The Foundation's goal, (following in the steps of HM the King) is 
to encourage career development, arts and good citizenship. 
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The projects are divided into three categories: 
1. Youth Development: 
1.1 Training for young farmers - agricultural career, training 
camp for young farmers, and training for professional 
jobs. 
1.2 Career development - to help youths to increase their 
income and provide support to their families. This Project 
has enabled more than 100 young people to get jobs. 
1.3 Social development 
School lunch project - a joint project, The Education and 
Development Center of Huai Sai and the Samaggi 
Insurance (Public) Co., Ltd., encourage schools to raise 
chickens. 
Self-development project for young women in the northern 
part of Thailand - provides scholarships and career 
guidance to women. 
2. Community Development 
2.1 Development of support for agricultural career, 
handicrafts as well as housing for more than 200 families 
in Kanchanaburi province. 
2.2 Demonstration project for agricultural activities held at 
the center, where youths study and undergo training. 
2.3 Career training in agriculture in Cha-am 
3. Restoration and Protection of Natural Resources and the 
Environment 
3.1 Study, analysis and test on mixed farming to control 
insects and pests; and study the quality of natural 
insecticides for corn. 
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3.2 Various projects to support farmers, such as, donating 
trees, child-care by grandmothers, as well as setting up 
a fund for organic farming. 
3.3 Organize training for spreading ideas and information on 
organic farming Through the use of the media; i.e., radio 
and newspapers, as well as the publication of 
newsletters and manuals. 
• Career Development for farmers 
1. Career building to increase income - Projects have been 
undertaken in two locations, namely Buriram and Phichitr for 
a number of activities: 
- Develop a system of integrated rice farming (Jasmine Rice 
105). 
- CP Group invested Baht 150 million, with the farmers as 
shareholders & started a cooperative rice mill. 
- raising chickens 
- raising fish and shrimp 
- cultivating corn for animal feed, producing vegetable seeds 
- handicrafts 
2. Chumporn Project - The destruction caused by Typhoon Gay 
in 1989 affected the lives of 32,301 families in this province, 
devastating of 900,000 rai of farm land. CP Group worked 
with the government sector, including the Ministry of 
Agricultural Promotion in projects to aid the typhoon victims. 
• Reforestation Projects 
1. The reforestation project, which was a tribute to the 50'" year 
of HM, The King's Accession to the Throne, covered 100,000 
rai, since 1994. 
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2. Reforestation of 10,000 rai of land with the Chai Pattana Mae 
Fa Luang Foundation in four provinces, namely Nong Khai, 
Kampaengpetch, Nakorn Panom and Chiang Rai. 
Education 
1. Chearavanont Uthit Schools - Built by CP Group in six 
locations: two in Nakorn Ratchasima, two In Loei and one 
each in Sakon Nakorn and Chiang Mai. 
2. Scholarships - To provide educational opportunities for Thai 
youth, these are divided into university level (120 scholarships 
per year) and secondary level (for students to continue 
studies after the compulsory level of Grade 6: one scholarship 
over a ten-year period extended to each of the country's 72 
provinces). 
3. Agriculture Career Development Project - In cooperation with 
the Government and educational institutions, this project was 
started to improve the quality of teachers and professors in 
the pig and poultry raising and vegetable cultivation 
curriculum. 
4. Apprentice School - A joint undertaking by CHAROAN 
Pokphand Petrochemical Co., Ltd. and King Mongkut's 
Institute of Technology, North Bangkok, to develop technical 
skills of young men in the rural areas. The program is based 
on the Dual Training System. 
5. International Olympiads - Since 1994, CP Group and 
TelecomAsia Corporation (Public) Co., Ltd. have sponsored 
The Institute for the Promotion of Teaching Science and 
Technology's project to select Thai youths to compete in the 
annual International Mathematical and Science Olympiad, 
which are held in different countries each year: Members of 
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the Thai press are also invited. Each year, CP Group also 
provides scholarships for university degrees to ten of the 
chosen young Thai representatives. Total expenses per year 
amount to around Baht 4.5 million. 
Social Activities and Charity Work for the Community: 
1. Blood Donation Campaign - CP Group realizes the 
importance of giving blood and began this campaign in 
August 1991, as a tribute to HM, the Queen on the occasion 
of her 60th birthday. The CP Group has continued this 
project and increased the target to its present level of 3 
million cc's. For the year 1995-1996, on the occasion of HM 
the King's Golden Jubilee, the CP Group has collected 
3,994,200 cc's of blood donation from the staff and public. 
2. Buddha Images - Under Royal patronage, on the occasion of 
HM, the King's Golden Jubilee, the CP Group created this 
special Chitrlada Buddha image. The Royal Project, Rural 
Lives Development Foundation and CP Group are advisors 
of this project, from which the initial proceeds amount of Baht 
2.77 million, were presented to HM, the King on 23 March, 
1996. 

APPENDIX-C 
LIQUIDITY RATIOS 
It is extremely essential for a firm to be able to meet its 
obligations as they become due. Liquidity ratios measure the ability of 
the firm to meet its current obligations. In fact, analysis of liquidity 
needs the preparation of cash budgets and cash and fund flow 
statements; but liquidity ratios, by establishing a relationship between 
cash and other current assets to current obligations, provide a quick 
measure of liquidity. A firm should ensure that it does not suffer from 
lack of liquidity, and also that it does not have excess liquidity. The 
failure of a company to meet its obligations due to lack of sufficient 
liquidity, results in poor creditworthiness, loss of creditors' confidence, 
or even in legal tangles resulting in the closure of the company. A very 
high degree of liquidity is also bad; idle assets earn nothing. The firm's 
funds will be unnecessarily tied up in current assets. Therefore, it is 
necessary to strike a proper balance between high liquidity and lack of 
liquidity. 
The most common ratios which indicate the extent of liquidity or 
lack of it are: (i) current ratio and (ii) quick ratio. Other ratios include 
interval measure ratio. 
Current Ratio 
The current ratio is calculated by dividing current assets by 
current liabilities:^ 
^ , ,. Cu r ren t asse ts Current rat io = 
Cur ren t l iab i l i t i es 
^ Pandey, IM, Op. cit., p. 114. 
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Current assets include cash and those assets which can be 
converted into cash within a year, such as marketable securities, 
debtors and inventories. Prepaid expenses are also included in current 
assets as they represent the payments that will not be made by the firm 
in the future. All obligations maturing within a year are included in 
current liabilities. Current liabilities include creditors, bills payable, 
accrued expenses, short-term bank loan, income-tax liability and 
long-term debt maturing in the current year. 
Quick Ratio (Acid-test Ratio) 
Quick ratio establishes a relationship between quick or liquid 
assets and current liabilities. An asset is liquid if it can be converted 
into cash immediately or reasonably soon without any loss of value. 
Cash is the most liquid asset. Other assets which are considered to be 
relatively liquid and included in quick assets are debtors, bills 
receivables and marketable securities (temporary quoted investments). 
Inventories are considered to be less liquid as they require some time 
for realizing into cash; their value also has a tendency to fluctuate. The 
quick ratio is calculated by dividing quick assets by current liabilities.^ 
Current assets - Inventor ies 
Quick ratio = 
Current liabilities 
Generally, a quick ratio of 1 to 1 is considered to represent a 
satisfactory current financial condition. Although quick ratio is a more 
penetrating test of liquidity than the current ratio, yet it should be used 
cautiously. A quick ratio of 1 to 1 or more does not necessarily imply 
sound liquidity position. It should be remembered that all debtors may 
not be liquid, and cash may be immediately needed to pay operating 
expenses. It should also be noted that inventories are not absolutely 
^ Pandey, IM, Op. cit, p. 115. 
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non-liquid. To a measurable extent, inventories are available to meet 
current obligations. Thus, a company with a high value of quick ratio 
can suffer from shortage of funds if it has slow-paying, doubtful and 
long duration outstanding debtors. On the other hand, a company with 
a low value of quick ratio may really be prospering and paying its 
current obligation in time if it has been turning over its inventories 
efficiently. Nevertheless, the quick ratio remains an important index of 
the firm's liquidity.^ 
Interval Measure Ratio 
Yet another ratio which assesses a firm's ability to meet its 
regular cash expenses is the Interval measure ratio. Interval measure 
relates liquid assets to average daily operating cash outflows. The daily 
operating expenses will be equal to the cost of goods sold plus selling, 
administrative and general expenses less depreciation (and other non-
cash expenditure) divided by the number of days in a year (say 360).^ 
Current assets - Inventory (quick assets) 
Interval measure = 
Average daily operat ing expenses 
Interval measure may be refined further. Instead of calculating 
only the daily operating expenditures, one may also include 
expenditures required for paying interest, acquiring assets and 
repaying debt. 
LEVERAGE RATIOS 
The short-term creditors, like bankers and suppliers of raw 
material, are more concerned with the firm's current debt-paying ability. 
^ Pandey, IM, Op. cit., p. 115. 
2 Ibid. p. 116. 
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On the other hand, long-term creditors, like debenture holders, financial 
institutions etc. are more concerned with the firm's long-term financial 
strength. In fact, a firm should have a strong short-as well as long-term 
financial position. To judge the long-term financial position of the firm, 
financial leverage, or capital structure ratios are calculated. These 
ratios indicate mix of funds provided by owners and lenders. As a 
general rule, there should be an appropriate mix of debt and owners' 
equity in financing the firm's assets. 
The manner in which assets are financed has a number of 
implications. First, between debt and equity, debt is more risky from the 
firm's point of view. The firm has a legal obligation to pay interest to 
debt-holders, irrespective of the profits made or losses incurred by the 
firm. If the firm fails to pay to debt-holders in time, they can take legal 
action against it to get payments, and in extreme cases, can force the 
firm into liquidation. Second, use of debt is advantageous for 
shareholders in two ways: (a) they can retain control of the firm with a 
limited stake and (b) their earning will be magnified when the firm earns 
a rate of return on the total capital employed which is higher than the 
interest rate on the borrowed funds. The process of magnifying the 
shareholders' return through the use of debt is called "financial 
leverage" or "financial gearing" or "trading on equity." However, 
leverage can work in opposite direction as well. If the cost of debt is 
higher than the firm's overall rate of return, the earnings of 
shareholders will be reduced. In addition, there is threat of insolvency. 
If the firm is actually liquidated for non-payment of debt-holders' dues, 
the worst sufferers will be shareholders-the residual owners. Thus, use 
of debt magnifies the shareholders' earnings as well as increases their 
risk. Third, a highly debt-burdened firm will find difficulty in raising funds 
from creditors and owners in future. The owners' equity is treated as a 
margin of safety by creditors; if the equity base is thin, the creditors risk 
will be high. Thus, leverage ratios are calculated to measure the 
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financial nsk and the firm's ability of using debt to shareholders' 
advantage. 
Leverage ratios nnay be calculated from the balance sheet items 
to determine the proportion of debt in total financing. Many variations of 
these ratios exist; but all these ratios indicate the same thing-the extent 
to which the firm has relied on debt in financing assets. Leverage ratios 
are also computed from the profit and loss items by determining the 
extent to which operating profits are sufficient to cover the fixed 
charges. 
Debt Ratio 
Several debt ratios may be used to analyze the long-term 
solvency of a firm. The firm may be interested in knowing the 
proportion of the interest-bearing debt (also called funded debt) in the 
capital structure. It may, therefore, compute debt ratio by dividing total 
debt (TD) by capital employed (CE) or net assets (NA). Total debt will 
include short and long-term borrowings from financial institutions, 
debentures/bonds, deferred payment arrangements for buying capital 
equipments, bank borrowings, public deposits and any other 
interest-bearing loan. Capital employed will include total debt and net 
worth (NW).^ 
To ta l deb t (TD) 
Debt rat io = 
Net asse ts (Cap i ta l e m p l o y e d ) 
Debt-Equity Ratios 
The relationship between borrowed funds and owner's capital is a 
popular measure which reveals the long-term financial solvency of a 
^ Pandey, IM, Op. cit, p. 118. 
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firm. This relationship is shown by the debt-equity ratios. This ratio 
reflects the relative claims of creditors and shareholders against the 
assets of the firm. Alternatively, this ratio indicates the relative 
proportions of debt and equity in financing the assets of a firm, The 
relationship between outsiders' claims and owner's capital can be 
shown in different ways and, accordingly, there are many variants of 
the Debt-Equity (D/E) ratio. This approach expresses the D/E ratio in 
terms of relative proportion of total debt and shareholders' equity. 
Thus,^ 
Tota l debt 
D/E rat io = 
S h a r e h o l d e r s ' equ i t y 
The D/E ratio is, thus, the ratio of total outside liabilities to 
owners' total funds. In other words, it is the ratio of the amount invested 
by outsiders to the amount invested by the owners of business. 
The difference between this and the first approach is essentially 
in respect of the treatment of current liabilities. While the former 
excludes them, the latter includes them in the numerator (debt). Should 
current liabilities be included in the amount of debt to calculate the D/E 
ratio? While there is no doubt that current liabilities are short-term and 
the ability of a firm to meet such obligations is reflected through the 
liquidity ratios, their amount fluctuates widely during a year and interest 
payments on them are not large. They should form part of the total 
outside liabilities to determine the ability of a firm to meet its long-term 
obligations for a number of reasons. For one thing, individual items of 
current liabilities are certainly short-term and may fluctuate widely, but, 
as a whole, a fixed amount of them is always in use so that they are 
available more or less on a long-term footing. Moreover, some current 
Khan, MY & Jain, PK, "Financial Management -Text and Problems", 2 
Ed.,Tata McGraw-Hill Publishing Co. Ltd., New Delhi, 1992, pp.92-93. 
nd 
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liabilities like bank credit, which are ostensibly short-term, are renewed 
year after year and remain by and large permanently in the business. 
Also, current liabilities have, like the long-term creditors, a prior right on 
the assets of the business. Finally, the short-term creditors exercise 
much, if not more, pressure on management. The omission of current 
liabilities in calculating the D/E ratio would lead to misleading results. 
How should preference share capital be treated? Should it be 
included in the debt or equity? The exact treatment will depend upon 
the purpose for which the D/E ratio is being computed. If the object is 
to examine the financial solvency of a firm in terms of its ability to avoid 
financial risk, preference capital should be included in equity capital. If, 
however, the D/E ratio is calculated to show the effect of the use of 
fixed-interest/ dividend sources of funds on the earnings available to 
the ordinary shareholders, preference capital should be included in 
debt.^ 
Coverage Ratios 
Debt ratios described above are static in nature, and fail to 
indicate the firm's ability to meet interest (and other fixed-charges) 
obligations. The Interest coverage ratio or is used to test the firm's 
debt-servicing capacity.^ It is also known as "time-interest-earned 
ratio". This ratio measures the debt servicing capacity of a firm in so far 
as fixed interest on long-term loan is concerned. It is determined by 
dividing the operating profits or earnings before interest and taxes 
(EBIT) by the fixed interest charges on loans. Thus, 
. . * EBIT 
Interest coverage = Interest 
' Khan, MY & Jain, PK, Op. cit., p.93. 
^ Pandey, IM, Op. cit., p. 122. 
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It should be noted that this ratio uses the concept of net profits 
before taxes because interest is tax-deductible so that tax is calculated 
after paying interest on long-term loan. This ratio, as the name 
suggests, shows how many times the interest charges are covered by 
the EBIT out of which they will be paid. In other words, it indicates the 
extent to which a fall in EBIT is tolerable in the sense that the ability of 
the firm to service its debt would not be adversely affected. For 
instance, interest coverage of 10 times would imply that even if the 
firm's EBIT were to decline to one-tenth of the present level, the net 
profits available for servicing the interest on loan would still be 
equivalent to the claims of the creditors. On the other hand, coverage 
of five times would indicate that a fall in operating earnings to only up 
to one-fifth level can be tolerated. From the point of view of creditors, 
the larger the coverage, the greater the ability of the firm to 
handle-fixed charge liabilities and the more assured the payment of 
interest to the creditors. However, too high a ratio may imply unused 
debt capacity. In contrast, a low ratio is a danger signal that the firm is 
using excessive debt and does not have the ability to offer assured 
payment of interest to its creditors.^ 
ACTIVITY RATIOS 
Activity ratios are concerned with measuring the efficiency in 
asset management. Sometimes, these ratios are also called efficiency 
ratios or asset utilization ratios. The efficiency with which the assets 
are used would be reflected in the speed and rapidity with which assets 
are converted into sales. The greater the rate of turnover or 
conversion, the more efficient the utilization/management, other things 
being equal. For this reason, such ratios are also designated as 
turnover ratios. Turnover is the primary mode for measuring the extent 
' Khan, MY & Jain, PK, Op. cit, p.97. 
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of efficient employment of assets by relating ttie assets to sales. An 
activity ratio may, therefore, be defined as a test of the relationship 
between sales (more appropriately with cost of sales) and the various 
assets of a firm. ^  
Funds of creditors and owners are invested in various assets to 
generate sales and profits. The better the management of assets, the 
larger the amount of sales. Activity ratios are employed to evaluate the 
efficiency with which the firm manages and utilizes its assets. These 
ratios are also called turnover ratios because they indicate the speed 
with which assets are being converted or turned over into sales. 
Activity ratios, thus, involve a relationship between sales and assets. A 
proper balance between sales and assets generally reflects that assets 
are managed well. Several activity ratios can be calculated to judge the 
effectiveness of asset utilization.^ 
Inventory Turnover 
Inventory turnover ratio indicates the efficiency of the firm in 
producing and selling its product. It is calculated by dividing the cost of 
goods sold by the average inventory:^ 
Cost of goods sold 
Inventory turnover = 
Average inventory 
Cost of goods sold = Opening stock + Manufacturing cost 
(including purchases) -Closing stock (inventory) 
The average inventory figure may be of two types. In the first 
place, it may be the monthly inventory (stock) average. The monthly 
' Khan, MY & Jain, PK, Op. cit, p.110. 
^Pandey, IM, Op, cit., p. 123. 
^ ibid. 
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average can be found by adding the opening inventory of eacln month, 
in case of the accounting year being a calendar year, January to 
January and dividing the total by 13.'' If the firm's accounting year is 
other than a calendar year, say a financial year, (April to March), the 
average level of inventory can be computed by adding the opening 
inventory of each month from April to April and dividing the total by 13.^ 
This approach has the advantage of being free from bias as it 
smoothens out the fluctuations in inventory level at different periods. 
This is particularly true of firms in seasonal industries. However, a 
serious limitation of this approach is that detailed month wise 
information may present practical problems of collection for the analyst. 
Therefore, the average inventory may be obtained by using another 
basis. According to the latter, the average inventory is the average of 
the opening inventory and the closing inventory [i.e., (opening inventory 
+ closing inventory) /2]. 
The inventory turnover shows how rapidly the inventory is 
turning into receivables through sales. Generally, a high inventory 
turnover is indicative of good inventory management. A low inventory 
turnover implies excessive inventory levels than warranted by 
production and sales activities or a slow-moving or obsolete inventory. 
A high level of sluggish inventory amounts to unnecessary tie up of 
funds, reduced profit and increased costs. If the obsolete inventories 
have to be written off, this will adversely affect the working capital and 
liquidity position of the firm. However, a relatively high inventory 
turnover should be carefully analyzed. A high inventory turnover may 
be the result of a very low level of inventory which results in frequent 
stock outs. The firm may be living from hand-to-mouth. The turnover 
will also be high if the firm replenishes its inventory in too many small 
' Metcalf, R.W. & Titard, P.L., Op. cit., p.157. 
^ Ibid. 
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lot sizes. The situations of frequent stock outs and too many small 
inventory replacements are costly for the firm. Thus, too high and too 
low inventory turnover ratios should be investigated further. The 
computation of inventory turnover for individual components of 
inventory may help to detect the imbalanced investments in the various 
inventory components.^ 
What is the interpretation of the ratio? The inventory/stock 
turnover ratio measures how quickly inventory is sold. It is a test of 
efficient inventory management. To judge whether the ratio of a firm is 
satisfactory or not, it should be compared over a period of time on the 
basis of trend analysis. It can also be compared with the level of other 
firms in that line of business as also with industry average as a whole. 
In general, a high inventory turnover ratio is better than a low 
ratio. A high ratio implies good inventory management. Yet a very high 
ratio calls for a careful analysis. It is indicative of under-investment or in 
a very low level of inventory. A very low level of inventory has serious 
implications. It will adversely affect the ability of a firm to meet 
customer demand as it may not cope with its requirements. That is, 
there is a danger of the firm being out of stock and incurring high "stock 
out cost". It Is also likely that the firm may be following a policy of 
replenishing its stock in too many small sizes. Apart from being costly, 
this policy may retard the production process as sufficient stock of 
materials may not be available. 
Similarly, a very low inventory turnover ratio is dangerous. It 
signifies excessive inventory or over-investment In Inventory. Carrying 
excessive inventory involves cost in terms of interest on funds locked 
up, rental of space, possible deterioration and so on. A low ratio may 
be the result of inferior quality goods, over-valuation of closing 
^ Pandey, IM, Op. cit, p. 125. 
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inventory, stock of un-saleable/obsolete goods, deliberate excessive 
purchases in anticipation of future increase in ttieir prices and so on.^ 
Debtors or Accounts Receivables Turnover Ratios 
A firm sells goods for cash and credit. Credit is used as a 
marketing tool by a number of companies. When the firm extends 
credit to its customer, debtors (accounts receivables) are created in the 
firm's accounts. Debtors are expected to be converted into cash over a 
short period and, therefore, are included in current assets. The liquidity 
position of the firm depends on the quality of debtors to a great extent. 
Finance analysts apply two ratios to judge the quality or liquidity of 
debtors: a) debtors turnover, b) collection period. 
Debtors turnover is found out by dividing credit sales by the 
average debtor:^ 
Credit sales 
Debtors turnover = 
Average debtors 
If the figure for net credit sales is not available; one may have to 
take the net sales figure.^ 
Collection Period or Average collection period (ACP) 
The Average collection period is measuring the liquidity of a 
firm's debtors. This ratio is, in fact, inter-related with, and dependent 
upon the receivables turnover ratio. It is calculated by dividing the days 
in a year by the debtors turnover. Thus, 
' Khan, MY & Jain, PK, Op. cit, p.112. 
^ Pandey, IM, Op. c/f., p. 126. 
^ Chandra, Prasanna, Op. cit., p.564. 
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Months (days) in a year 
Average collection period = — 
Debtors turnover 
Debtors Turnover 
Debtors turnover and Average collection period ratio indicate the 
speed with which debtors/accounts receivable are being collected. The 
higher the turnover ratio and the shorter tlie average collection period, 
the better the trade credit management and better the liquidity of 
debtors, as short collection period and high turnover ratio imply prompt 
payment on the part of debtors. On the other hand, low turnover ratio 
and long collection pehod reflects that payments by debtors are 
delayed. In general, therefore, short collection period (high turnover 
ratio) is preferable. 
It is not, however, very prudent for a firm to have either a very 
short collection period or a very long one. A very long collection period 
would imply either poor credit selection or an inadequate collection 
effort. The delay in the collection of receivables would mean that, apart 
from the interest cost involved in maintaining a higher level of debtors, 
the liquidity position of the firm would be adversely affected. Moreover, 
there is the likelihood of a large number of accounts receivable 
becoming bad debts. Similarly, too short a period of average collection 
or too high turnover ratio is not necessarily good. While it is true that it 
avoids the risk of receivables being bad debt as well as the burden of 
high interest on outstanding debtors, it may have an adverse effect on 
the volume of sales of the firm. Sales may be confined to only such 
customers who make prompt payments. The credit and collection 
policy of the firm may be very restrictive. Without reasonable credit, 
sales will be severely curtailed. Thus, a firm should have neither a very 
low nor a very high receivable turnover ratio; it should maintain it at a 
reasonable level. 
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The reasonableness of the collection period can be judged in 
either of the two ways. First, the collection period of a firm can be 
compared with the industry practices of trade credit. Any notable 
deviation may result because of (i) a more or less liberal policy of 
extending trade credit, or (li) better/ poor quality of receivables. A 
liberal trade credit policy may be aimed at augmenting sales. 
The reasonableness of the average collection period may be 
more convincingly examined in relation to the credit terms and policy of 
the firm itself. In our example, the average collection period is 45 days 
or 1.5 months. This should be compared with the credit terms/period 
normally allowed by the firm. If the normal credit period, let us assume, 
as extended by the firm is 60 days or 2 months, it means the firm is 
able to collect its receivables well within the due dates, if, however, the 
credit period normally allowed is 1 month or 30 days, it means that the 
debtors are outstanding for a period longer than warranted by the firm's 
credit policy. This may be a reflection on the efficiency of the credit 
collection department: it has made either poor credit selection or 
inadequate collection effort. The management should investigate the 
reasons for the difficulties in the collection of receivables.^ 
Assets Turnover Ratio 
This ratio is also known as the investment turnover ratio. It is 
based on the relationship between the cost of good sold^ and 
assets/investments of firm. A reference to this was made while working 
out the over-all profitability of a firm as reflected in its earning power. 
Depending upon the different concepts of assets employed, there are 
many variants of this ratio. Thus, 
^ Khan, MY & Jain, PK, Op. cit, pp.114-115. 
If the information regarding the cost of goods sold is not available, the figure 
of sales can be used. 
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(i) Total assets turnver 
(ii) Fixed assets turnover 
(iii) Net assets turnover 
(iv) Current assets turnover = 
Cost of goods sold 
Average total assets 
Cost of goods sold 
Average fixed assets 
Cost of goods sold 
Average net assets 
Cost of goods sold 
Average current assets 
Here, total assets and fixed assets are net of depreciation and 
the assets are exclusive of fictitious assets like debit balance of profit 
and loss account, deferred expenditures, etc. 
The assets turnover ratio, howsoever defined, measures the 
efficiency of a firm in managing and utilizing its assets. The higher the 
turnover ratio, the more efficient the management and utilization of the 
assets while low turnover ratios are indicative of under-utilization of 
available resources and presence of idle capacity. In operational terms, 
it implies that the firm can expand its activity level (in terms of 
production and sales) without requiring capital investments. In the case 
of high ratios, the firm would normally be requir-ed, other things being 
equal, to make additional capital investments to operate at higher level 
of activity. To determine the efficiency of the ratio it should be 
compared across time as well as with the industry average. In using 
the assets turnover ratios one point must be carefully kept in mind. The 
concept of assets/fixed assets is net of depreciation. As a result, the 
ratio is likely to be higher in the case of an old and established 
company as compared to a new one, other things being equal. The 
turnover ratio is in such cases likely to give a misleading impression 
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regarding the relative efficiency with which assets are being used. It 
should, therefore, be cautiously used.^ 
PROFITABILITY RATIOS 
A company should earn profits to survive and grow over a long 
period of time. Profits are essentia), but it would be wrong to say that 
every action initiated by management of a company is aimed at 
maximizing profits, irrespective of social consequences. It is 
unfortunate that the word 'profit' is looked upon as a term of abuse 
since some firms always want to maximize profits at the cost of 
employees, customers and society. Except such infrequent cases, it is 
a fact that sufficient profits must be earned to sustain the operations of 
the business, so that it is able to obtain funds from investors for 
expansion and growth and to contribute towards the social overheads 
for the welfare of the society.^ 
Profit is the difference between revenues and expenses over a 
period of time (usually one year), it is the ultimate 'output' of a 
company, and the company will have no future if it fails to make 
sufficient profits. Therefore, the financial manager should continuously 
evaluate the efficiency of the company in terms of profit. The 
profitability ratios are calculated to measure the operating efficiency of 
the concern. Besides the management, creditors and owners are also 
interested in the profitability of the firm. Creditors want to get interest 
regularly and repayment of the principal sum. Owners want to get a 
required rate of return on their investment. This is possible only when 
the company earns enough profits. 
Generally, two major types of profitability ratios are calculated: 
' Khan, MY & Jain, PK, Op. cit, pp. 115-116. 
^ Drucker, P.F., "The Practice of Management', Pan, 1968, pp. 99-100. 
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• profitability in relation to sales. 
• profitability in relation to investment. 
Profit can be measured in various ways. Gross profit (GP) is the 
difference betw/een sales and manufacturing cost of goods sold. 
Different companies in India define gross profit differently. They define 
it as earnings before depreciation, interest and taxes. The most 
common measure of profit is profit after taxes (PAT), or net income (Nl) 
which is the result of the impact of all factors on the firm's earnings. 
Taxes are not controllable by management. To separate the influence 
of taxes, profit before taxes (PBT) are computed. If the firm's profit has 
to be examined from the point of view of all investors (lenders and 
owners), the appropriate measure of profit is operating profit. Operating 
profit is equivalent to earnings before interest and taxes (EBIT) when 
the firm does not have non-operating income. This measure of profit 
shows earnings arising directly from the commercial operations of the 
business without the effect on financing. The concept of EBIT may be 
broadened to include non-operating income if they exist. On an 
after-tax basis, profit to investors is equal to: EBIT (1-T), where T is the 
corporate tax rate.' 
Profitability ratios can be determined on the basis of either sales 
or investments. These ratios in relation to sales are (a) profit margin 
(gross and net ratio), (b) expenses ratio or operating ratio. Profitability 
in relation to investments is measured by (a) return on assets, (b) 
return on capital employed, and (c) return on shareholder's equity.^ 
^ Pandey, IM, Op. cit., pp.130-131. 
^ Khan, MY & Jain, PK, Op. cit., p,99. 
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Profitability Ratios Related to Sales 
These ratios are based on the premise that a firm should earn 
sufficient profit on each rupee of sales. If adequate profits are not 
earned on sales, there will be difficulty in meeting the operating 
expenses and no returns will be available to the owners. As already 
stated, these ratios consist of (i) profit margin and (ii) expenses ratios 
Profit Margin 
The profit margin measures the relationship between profit and 
sales. As the profits may be gross or net, there are two types of profit 
margin: Gross profit margin and Net profit margin. 
Gross Profit Margin 
The first profitability ratio in relation to sales is the gross profit 
margin (or simply gross margin) ratio. It is calculated by dividing the 
gross profit by sales: 
Sale - Cost of goods sold = Gross profit Gross profit margin 
Sale Sale 
The gross profit margin ratio reflects the efficiency with which 
management produces each unit of product. This ratio indicates the 
average spread between the cost of goods sold and the sales revenue. 
When we subtract the gross profit margin from 100 percent, we obtain 
the ratio of cost of goods sold to sales. Both these ratios show profits 
relative to sales after the deduction of production cost, and indicate the 
relation between production costs and selling price. A high gross profit 
margin relative to the industry average implies that the firm is able to 
produce at relatively lower cost. 
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A high gross profit margin ratio is a sign of good management. 
The ratio may increase due to any of the following factors;^ (i) higher 
sale prices, cost of goods sold remaining constant, (ii) lower cost of 
goods sold, sales prices remaining constant, (iii) a combination of 
variations in sales prices and costs, the margin widening, and (iv) an 
increase in the proportionate volume of higher margin items. The 
analysis of these factors will reveal to the management how a 
depressed gross profit margin can be improved. 
A low gross profit margin may reflect higher cost of goods sold 
due to the firm's inability to purchase raw matenals at favourable terms, 
inefficient utilization of plant and machinery, or overinvestment in plant 
and machinery, resulting in higher cost of production. The ratio may 
also be low due to a fall in prices in the market, or marked reduction in 
selling price by the firm in an attempt to obtain large sales volume, the 
cost of goods sold remaining unchanged. The financial manager must 
be able to detect the causes of a falling gross margin and initiate action 
to improve the situation. 
Net Profit IVIargin 
Net profit is obtained when operating expense, interest and 
taxes are subtracted from the gross profit. The Net profit margin ratio is 
measured by dividing profit after tax by sales: 
Prof i t af ter tax (PAT) 
Net prof i t marg in = 
Sales 
The net profit margin is indicative of "management's ability to 
operate the business with sufficient success, not only to recover from 
^ Kennedy, R.D. & McMuller, S.Y., 'Tinancial Statements", Richard D. Irwin, 
USA, 1968, p.404. 
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revenues of the period, cost of merchandise or services, expenses of 
operating the business (including depreciation) and the cost of the 
borrowed funds, but also to leave a margin of reasonable 
compensation to the owners for the risk they bear. The ratio of net 
profit (after interest and taxes) to sales essentially expresses the cost 
and price effectiveness of the operation."^ 
A high net profit margin would ensure adequate return to the 
owners as well as enable a firm to withstand adverse economic 
conditions when selling price is declining, cost of production is rising 
and demand for the product is falling. 
A low net profit margin has the opposite implications. However, 
a firm with a low profit margin can earn a high rate of return on 
investments if it has a higher inventory turnover. This aspect is covered 
in detail in the subsequent discussion. The profit margin should, 
therefore, be evaluated in relation to the turnover ratio. In other words, 
the over-all rate of return is the product of the net profit margin and the 
investment turnover ratio. Similarly, the gross profit margin and the net 
profit margin should be jointly evaluated. The need for joint analysis 
arises because the two ratios may show different trends. For example, 
the gross margin may show a substantial increase over a period of time 
but the net profit margin may (i) remain constant, or (ii) may not 
increase as fast as the gross margin, or (iii) may actually decline. It 
may be due to the fact that the increase in the operating expenses may 
be more than proportionate to sales or some of the operating expenses 
individually may behave abnormally. On the other hand, if either as a 
whole or individual items of operating expenses decline substantially, a 
' Helfert, E.A,, "Techniques of Financial Analysis", (Homewood III.), Richard 
D. Irwin, 1972, p. 53, Used with the permission of Richard D. Irwin, U.S.A. 
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decrease in gross margin may be associated with an improvement in 
the net profit margin. 
Operating Expense Ratio 
The operating expense ratio explains the changes in the profit 
margin (EBIT to sales) ratio. This ratio is computed by dividing 
operating expenses viz., cost of goods sold plus selling expenses and 
general and administrative expenses (excluding interest) by sales: 
Operating expenses 
Operating expense ratio -
Sales 
A higher operating expenses ratio is unfavorable since it will 
leave a small amount of operating income to meet interest, dividends, 
etc. To get a comprehensive idea of the behaviour of operating 
expenses, variations in the ratio over a number of years should be 
studied. Certain expenses are within the managerial discretion; 
therefore, it should be seen whether change in discretionary expenses 
is due to changes in the management policy. Detailed analysis may 
reveal that the year-to-year variations in the operating expense ratio 
are temporary in nature arising due to some temporary conditions. The 
variations in the ratio, temporary or long-lived, can occur due to several 
reasons such as: (a) change in the sales price, (b) change in the 
demand for the product, (c) change in the administrative or selling 
expenses, or (d) change in the proportionate shares of sales of 
different products with varying gross margins. These and other causes 
of variations in the operating ratio should be thoroughly examined. 
The operating expense ratio is a yardstick of operating 
efficiency, but it should be used cautiously. It is affected by a number of 
factors, such as external uncontrollable factors, internal factors, 
employees and managerial efficiency (or inefficiency), all of which are 
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difficult to analyze. Further, the ratio cannot be used as a test of 
financial condition in the case of those firms where non-operating 
revenue and expenses form a substantial part of the total income. 
The operating expense ratio indicates the average aggregative 
variations in expenses, where some of the expenses may be 
increasing while others may be falling. Thus, to know the behaviour of 
specific expense items, the ratio of each individual operating expense 
to sales should be calculated. These ratios when compared from year 
to year for the firm will throw light on the managerial policies and 
programmes. For example, the increase in selling expenses without a 
sufficient increase in sales, can imply uncontrolled sales promotional 
expenditure, inefficiency of the marketing department, general rise in 
selling expenses, or introduction of better substitutes by competitors. 
The expenses ratios of the firm should be compared with the ratios of 
similar firms and the industry average. This will reveal whether the firm 
is paying higher or lower salaries to its employees as compared to 
other firms; whether its capacity utilization is high or low; whether the 
salesmen are given enough commission; whether it is unnecessarily 
spending on advertisement and other sales promotional activities; 
whether its cost of production is high or low and so on. 
Profitability Ratios Related to Investment: Return on Investments 
(ROI) 
The profitability ratios can be also computed by relating the 
profits of a firm to its investments. Such ratios are popularly termed as 
Return on Investments (ROI). 
There are three different concepts of investments in vague in 
financial literature: assets, capital employed and shareholders' equity. 
Based on each of them, there are three broad categories of ROIs. They 
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are: (a) return on assets, (b) return on capital employed, and (c) return 
on shareholders' equity. 
Return on Assets (ROA) 
Here, the profitability ratio is measured in terms of the 
relationship between net profits and assets. The ROA may also be 
called profit-to-assets ratio. There are various possible approaches to 
define net profits and assets according to the purposes and intent of 
the calculation of the ratio. Depending upon how these two terms is 
defined the concept of net profit may be (i) net profits after taxes, 
(ii) net profits after taxes plus interest, and (iii) net profits after taxes 
plus interest minus tax savings.^ 
Assets may be defined as (i) total assets, (ii) fixed assets, and 
(iii) tangible assets. 
Net profit after taxes 
Return on assets (ROA) = 
Average total assets 
Return on Capital Employed (ROCE) 
The ROCE is the second type of the ROI It is similar to the ROA 
except in one respect. Here the profits are related to the total capital 
employed. The term capital employed refers to long-term funds 
supplied by the creditors and owners of the firm. It can be computed in 
two ways. First, it is equal to non-current liabilities (long-term liabilities) 
plus owners' equity. Alternatively, it is equivalent to net working capital 
plus fixed assets. Thus, the capital employed basis provides a test of 
profitability related to the sources of long-term funds. A comparison of 
this ratio with similar firms, or with the industry average would provide 
Spiller, E.A., "Financial Accounting", (Homewood.lli.) Richard D Irwin USA 
1997, pp.653-54. 
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sufficient insigtit into how efficiently tlie long-term funds of owners and 
creditors are being used. The higher the ratio, the more efficient is the 
use of the capital employed. 
The ROCE can be computed by using profit after tax and 
dividing it by the average total capital employed. Thus, 
Profit after taxes 
ROCE = 
Average total capital employed 
Return on Total Shareholders' Equity 
According to this ratio, profitability is measured by dividing the 
net profit after taxes (but before preference dividend) by the average 
total shareholders' equity. The term shareholders' equity includes (i) 
preference share capital; (ii) ordinary shareholders' equity consisting of 
(a) equity share capital, (b) share premium, (c) reserves and surplus 
less accumulated losses. The ordinary shareholders' equity is also 
referred to as net worth. Thus, this ratio reveals how profitably the 
owners' funds have been utilized by the firm. A comparison of this ratio 
with that of similar firms, as also with the industry average will throw 
light on the relative performance and strength of the firm. 
Return on total shareholders' equity = Net profit after taxes 
Average total shareholders' equity 
Earning Power-Over-all Profitability 
The various profitability ratios discussed above throw light on 
the profitability of a firm from the viewpoint of (a) the owners of the firm, 
and (b) the operating efficiency of the firm. The ratios covered under 
the rate of return to the equity holders fall under the first category. The 
operating efficiency of a firm in terms of the efficient utilization of the 
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resources is reflected in net profit nnargin. It has been observed that 
although a high profit margin is a test of better performance, a low 
margin does not necessarily imply a lower rate of return on investments 
if a firm has higher investment/assets turnover. Therefore, the over-all 
operating efficiency of a firm can be assessed on the basis of a 
combination of the two. The combined profitability is referred to as 
earning power or return on investment (ROI) ratio. The earning power 
of a firm may be defined as the over-all profitability of an enterprise. 
This ratio has two elements: (i) profitability on sales as reflected in the 
net profit margin, and (ii) profitability on investments which is revealed 
by the investment (assets) turnover. The earning power (ROI ratio) of a 
firm can be computed by multiplying the net profit margin and the 
investment (assets) turnover. Thus, 
Earning power = Net profit margin x Investment turnover 
We know that: 
Net profit after taxes 
Net profit margin = 
Sales 
Sales Investment turnover = 
Average total investment 
The term of investment may refer to (i) total assets, (ii) capital 
employed, and (iii) shareholders' equity. For the purpose of investment 
turnover, the term has been used here in the first sense; i.e. assets. 
The earning power may be calculated as follows:-
Net profit after taxes x Sales 
Earning power =-
Sales Total assets 
Net profit after taxes 
Total assets 
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Meaning and Concept of Funds Management 
Funds are the life-blood and nerve knot of any business. No 
business can live and run smoothly and successfully without funds. A 
business enterprise is a flow of activities directed towards achievement 
of its objectives. The availability of funds sets the limit of what a 
business enterprise can achieve. In other words it can be said that 
business is a continuous process of arranging funds from various 
sources and using them to fulfill its objectives. Thus, the most 
significant of all financial activities of a concern is raising and 
management of funds. The funds required by a business enterprise 
may be generated from within or obtained from outside sources. In 
both cases, they have costs attached to them, and therefore, they must 
be put to the optimum use. In a business enterprise funds are needed 
for supply of inventories of raw materials, work-in-progress and finished 
goods, to meet out wages, bills and factory overheads, to pay off taxes 
and insurance, to incur selling expenses and to provide credit facilities 
to customers. These are also required to cover daily as well as 
seasonal requirements. 
Thus, every action of a business enterprise gives rise to either 
an inflow of funds or an outflow of funds. Some of these inflows and 
outflows occur internally and some inflows and outflows arise in 
respect of the dealings of the enterprise with the external environment. 
Productive management of these inflows and outflows of funds to the 
maximum benefit of the enterprise is called "Funds Management". An 
efficient funds management is an essential prerequisite for the 
achievement of the ultimate objective of any business enterprise. It 
involves the strategic deployment of available funds and effective 
control of such deployed funds so as to ensure that they are put to the 
optimum use. Effectiveness and efficiency of funds management can 
be judged and justified through careful "funds flow analysis". 
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Fund Flow Analysis 
Movement of funds in a business enterprise is analyzed and 
studied witti the help of Fund Flow Statement. Fund Flow Statement is 
merely a statement which summarizes the financial activities of the 
concern during the immediately preceeding year. It shows the ebb and 
flow of funds into and out of business. It helps in understanding the 
financial position of a business more clearly as it throws ample light on 
certain fruitful relationships between the balance sheet at the 
commencement and at the end of the accounting period. These 
relationships are not clearly mirrored in the balance sheet and the 
income statement. 
Flow of funds means the movement in the funds position of any 
business during a given time as revealed by its financial statements. 
Such movements may be both inward and outward. The former is 
called 'inflow' and the later 'outflow' of funds.^  
The Concept of Fund 
The term 'funds' has a variety of meanings. Some define it as 
'cash' and they concern themselves only with the movements in the 
cash account. According to them, a funds statement is nothing but a 
statement of the net effects of various kinds of business events on 
cash. A record of cash receipts and disbursements though valuable in 
its own way and undoubtedly a form of funds statements, has a limited 
significance and fails to bring to light many important changes involving 
the disposition of resources. At the other end, there are those who view 
funds in a broader perspective, i.e., all assets to which the firm's 
resources stand committed and all liabilities from where these 
resources are obtained. This is known as financial resources concept 
'Aziz A., Op. C/f.,p.115. 
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of funds. In between these two concepts is the third and most 
acceptable one which views 'funds' as 'net working capital'. Net working 
capital denotes excess of current assets over current liabilities. In the 
present study, the term 'funds' has been taken as net working capital. 
The term 'flow' refers to change or transfer, and therefore, the 
'flow of funds' means 'changes in working capital'. The changes in 
funds (i.e. current assets and current liabilities) occur when changes 
occurring in non-current assets and non-current liabilities are offset by 
corresponding changes in current assets and current liabilities. 
Transactions which do not affect the working capital items are treated 
as non-fund transactions and are excluded from the funds flow 
analysis. 
Thus, funds flow statement is one of the important statements 
which depicts sources and uses of working capital funds. Almand 
Coleman rightly observes: "The funds statement is a statement 
summarizing the significant financial changes which occur between the 
beginning and the end of a company's accounting period".^ "Fund Flow 
Statement", to quote A. Roy, "is a technical device designed to analyze 
the changes in the financial conditions of a business enterprise 
between two dates."^ According to Robert N. Anthony, "Fund flow 
statement describes the sources from which additional funds were 
derived and the uses to which these funds were put."^ This statement 
is variously known as 'Statement of Application and Sources of Funds', 
'Statement of Sources and Uses of Funds', 'Statement of Funds 
Provided and Funds Applied', 'Where got and Where gone Statement', 
'Statement of Changes in Financial Position', etc. 
^ Kulkarni, P.V., Op. cit., p. 146. 
^ Fouike, Roy A., Op. cit., p.473. 
Anthony, Robert N., "Management Accounting Text and Cases", 3'" Ed. 
Homewood, Richard D.Irwin, Inc., Illinois, 1964, p.141. 
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The Accounting Principles Board (APB) suggested that the 
funds statement should disclose separately the financing and investing 
aspects of all significant transactions that affect the financial position 
during the period.^ This means that when somebody is showing the 
sources and uses of working capital funds, he should also include in 
that a statement of changes in financial position, which occur as a 
result of such things as the acquisition of a fixed asset by executing a 
mortgage note and other similar transactions. When any asset is 
acquired like this, money is invested in that asset. Cash may not be 
paid for it, but some fund of value is given in exchange. On the 
contrary, an increase in liabilities provides the channel and the source 
from which this fund is obtained. 
Importance and Usefulness of Fund Flow Statement 
Highlighting the changes in the resources of an undertaking, the 
fund flow statement enables the financial manager to have a clear 
perspective of the organization's financial strengths and weaknesses. It 
provides an effective method for the financial manager to assess the 
growth of the firm and its resulting financial needs and to determine the 
best way to finance those needs. The uses of the fund flow statement 
are as follows: 
(i) It explains the financial consequences of business 
operations. For example, a business may be earning huge 
profits but its liquidity position may be highly unsatisfactory. 
The funds flow statement explains the causes of such a 
seemingly irreconcilable situation by showing what has been 
done of the profits earned. Further, the statement points out 
the direction of flow of funds and activities considered more 
^ American Institute of Certified Public Accountants, Accounting Principles 
Board, Opinion No. 19, Reporting Changes in Financial Position (New York, 
1971), para 7. 
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beneficial for the efficient worl<ing of tine enterprise and 
which is very essential for effective managerial control. 
(ii) It is also useful from the creditors' or lenders' point of view 
insofar as with the help of funds flow statement they 
ascertain the credit worthiness and the funds generating 
capacity of the organization. 
(iii) It acts as an instrument for allocation of the company's 
scarce resources. Fund flow statement helps to find out how 
the management is going to allocate resources for meeting 
the future productive programmes of the business. 
(iv) It is a test for evaluating the effective use of working capital 
by the management. 
On the whole, some of the important questions that may be 
answered with the help of this statement are: 
(a) Where do the profits go? Why are they not available for 
payment of dividends or financing of an expansion 
programme? 
(b) How is it possible to distribute dividends in excess of current 
earnings or in the presence of a net loss for the period? 
(c) Why have the net current assets gone down although the 
net income has gone up and in what manner or vice versa? 
(d) How is the expansion in plant and equipment financed? 
(e) What happened to the proceeds of the sale of plant and 
equipment? 
(f) How is the retirement of debt accomplished? 
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(g) What happens to the proceeds of share issue or debenture 
issue? 
(h) How is the increase in the working capital financed? 
Definite answers to the above questions are seldom obtainable 
from causal inspection of the fund flow statement. The funds derived 
from a particular source are rarely segregated and used for a particular 
purpose. On the other hand, they are merged with other funds and 
allocated under the overall decision and policies of financial 
management. However, certain useful assumptions can often be made 
and reasonable conclusions are usually not difficult to arrive at. 
Limitations of Fund Flow Statement 
Despite its multiple uses, the funds flow statement suffers from 
certain limitations which are given below: 
(i) As this statement ignores non-fund items, it becomes a crude 
device as compared to the income statement and balance 
sheet. 
(ii) The fund flow statement shows the changes that have taken 
place between two balance sheet dates. It does not show the 
detailed path of the changes. 
(iii) The statement does not reveal shifts among the items making 
up the current assets and current liabilities. It does not tell 
whether any loss of working capital has unduly weakened the 
financial position. Only an examination of the balance sheet at 
the end of the period will show the end-effects of these 
changes. Therefore, the fund flow statement cannot supplant 
but only supplement the conventional financial statements, 
either in whole or in part. 
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(iv) The information used for the preparation of the fund flow 
statement is essentially historical in nature, though this 
statement is also projected for the future period but it is based 
on a set of budget accounts. These budget accounts are 
themselves based on sales forecasts/estimates, which may 
not be accurate. 
Notwithstanding these limitations, the information communicated 
by the fund flow statement is really an invaluable aid to the 
management in planning capital expenditure, declaring dividend, other 
financial policies, etc. 
Sources of Funds 
In a business enterprise funds come from (1) internal sources 
and (ii) external sources. Internal sources are in the form of 'profit from 
operations' in the business. External sources are in the form of the 
amount received on account of fresh issues, long-term borrowings from 
financial institutions, sale of fixed assets, sale of investments, etc. 
Uses of Funds 
The funds obtained in the business are mainly used for 
repayment of long-term liabilities such as long-term loans, debentures 
etc., purchase of fixed assets, purchase of investments, payment of 
non-operating expenses, etc. In case of loss from operations also, 
there shall be an outflow of funds. 
The Fund Flow Analysis is a report on the financial operation of 
a business undertaking. This analysis reveals the sources from which 
funds have been received during an operating year and how these 
have been utilized within the business. This analysis is done on the 
balance sheets pertaining to two distinct periods. The analysis would 
reveal the sources and uses of funds between these two periods. 
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The sources of funds to a firm would be two fold. One way In 
which a firm can find funds Is by disposing off Its assets. Thus If 
between two periods the-figures for an asset In the recent period is 
lower than the figures in the previous year, this would indicate that the 
difference between the two has been made up by the firm and the 
funds have been diverted else where within the firm. Another direct 
source of fund to the firm is by Increasing the liabilities. This can be 
done through direct: borrowings or by increasing the Share Capital. 
The firm can increase its liabilities and in the process find funds for use 
else where within the business. 
Similarly, uses of funds can be for two specific purposes. One is 
to create assets and the other for reducing liabilities. 
The sources of funds would be Indicated by reduction in assets 
and Increase in liabilities, while uses of funds would be Indicated by an 
Increase In assets and reduction In liabilities. 
The analysis is done by placing the comparable figures under 
different heads for the two periods side by side and identifying the 
increase or decrease under each head. Then using the methods 
indicated above, a summary analysis Is prepared under sources and 
uses or application of funds. 
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